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-..yI(-raqu*v 

BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF SOUTH DAKOTA 

TKXV ap ~ITIXENS TELECOMMUN- 
9'?2?'fONS COMPANY OF MRiTNESOTA, APPLICATION FOR 
fXC, 9'QK A CERT'IFlCATE OF AU- CERTIFICATE OF ATJTHORlqY 

TDE LOCAL EX- 

P. INTRBDU@T~lSN 

CITIZENS TELECOMMUNICATTONS COMPAMY 

LNC', (Clitizeiais Minnesota) hereby respectfully requests that the South D 

Ut-fliiies C'ommission (Commission) grant it a C 

& Stal~tll Diikcufa customers who are served out of 

ptrrcfaiuictd fkor13 GTE, and the Ortonville-Big Stone, 

2isnt U S WEST. This application is being submitted pursuant   ID the re 

$I?C'Id 49.31 -3 t,ind ARSD 20: 10:32. 

11. APPLBCATION FOR CERTIFICATE OF ;%UTMC2TZ,[w 

In support of its application for a Certificate of Aut 

ssxa gro\*ibes the following information: 

1. Name, address and telephone number: 

CITHXENS Ttd7,L~dlOMMiJN~CATPC)NS COfitilFANY OF rZ%IPINESCITA, ISC, 

:Xtl1clress: 2378 Wilshire Blvd 
Mound, MN 55354 

"X"sfi:~~hunc: (61 2 )  472-5590 

&is : (6 12) 472-4822 

Email: .!iassfi?cz~~.co~n 
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T%c mti.tp is a ccrxporation, 

2, State of incorporation, date of incorporation, certificate of 

kt8;ifjt%rgc~rt~ration : 

r9 copy of the Certificate of Incorporation for Citizens Minnesota is at- 

l+uetts.SI as Exlribit A, Also attached is a copy of the Certificate of Foreign Corporation for 

C"tII;.cns tiif inncsotn (State of Minnesota). 

3. Business name: 

The Applica~tt will provide local excbange services under the name in 

f r ~ r ~ g r ~ p l ~  I ahave. 

4. Corporate information: 

A. 'The location of the applicant's principal office in state, if any, and 

tbs name! sznd address of i ts current registered agent: No offices will be maintained in 

Snurlr Diakota; principal office will be in Mound, Minnesota. (See response to #I .) 

Kf:i;isrcr-d.cl Agent : CSC 
503 S. Pierre Street 
Pierre, South Dakota 57501 

8, kist of shareholders owning 20% or greater interest in the bush 

acs: 

Ciejzcns Minnesota is a wholly-owned subsidiary of Citizens Communicn- 

~ i i m  Company (Citizens), a diversified public utility which, through its various operating 

divisions i~nd subdivisions, presently provides ielecoinmunications, electric, gas, water 

: a d  wl~siewater services to approximately 1.8 million customers in 22 states. 

C. State of iracorporation, date of incorporation and certificate of 

Copies of these documents are attached in Exhibit A. 
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D, But-of-state Certificate of Authority: 

Citi-&ens Minnesota's authority to do business in the state of 

%rr~lu4sd in Exhibit A. Authority for Citizens Minnesota to do business in 

3ourR Dnkota is attached as Exhibit B. 

5, Applicant's telecommunications experience: 

As ltutcd above, Citizens Minnesota is a wholly-owned su 

FWS, 8 divcnified public utility which, through its various operating divisio 

vrrrnwia, ~'irchently provides telecotlmnlunications, electric, gas, water and 

% A W ~  fa a;!~!roximatcI>~ 1.8 million customers in 22 states. As part o f t  

re;]\$ 13rc*lvtc:~8 both regulated and competitive communication services to 

iarisinatd, and whslcsalc customers. Through subsidiaries, 

$nsklrjshcnt Iacal cxclrange camel. (TLEC) in thirteen states a 

z , ~ * ~ n i  l+ * 49l\j~i~dioiutlce scri~i,ces to approximately one million access lines. 

&Y~Ls af Elcctrit: Lightwave, Inc,, a leading kll-service, facilities-based, cornpetitiv 

e\iift;i~~gc carrier, 

Citizens intcnds to Tbcus its business on acquiring and 

ntunle:rtinns busivlcsses in small and medium-sized cities and towns that 

,s4wt..c;.-;n crligc ecananlic and population growth. To that end, Citizens 

;s,t:ri:anrQlrts witti CTE and US WEST to acquire telephone acccss tines, 

$-CT'f!'s 1tsc;li excha~igc properties and US WEST'S exchange in Ortunville-Big 

?%!i$3~\~5\3t&. 

G, Name and address of appliicamt's affiliates, s 

4@~%ri i ;k~4 i01%~~ if aay: 



Parerlt organization of Citizens Minnesota is: 

S~TYP: CITIZENS C8MMUNkCATEONS COMPANY 

A&~~css t Three High Ridge Park 
Stamford, CT 06905-1390 

6203) 6 2 4-4640 

ik1i4 1 : tv%w .czn.net 

7. Description of Services: 

A+ Classes of ~ustomers to be sewed: 

CTieizens Minnesota will be providing local exchange service to th 

f3akat~ rugtomars of the Jasper and Ortonville-Big Stone, YvIinnesota exahmges, Citi- 

 IS ikfi~zncsara will offer customers residing in South Dakota long distance services,- 

iftrxanact ncccsx, 7md mfiy expand services to include cellular, paging and personal corn- 

m~nr.ticutiai~r; services. 

R, E x t e ~ t  and timeframe of provision of services through owned fa- 

gMItfeg\: 

Citizens cumntly contracts with AT&zT to provide the nationwide nct- 

wc;zrk (br i~i hng distxoce products, which include facts/data comn~unications, 808-500 

~7:r'bi'k.r~ intma~ionai calling, calling cards and direct dial. While exact details are still 

hrrikg dcvclopcd, Citizens Minnesota expects to invest approximately $24 million dollars 

jycr yi:qir for at least three years in the GTE Minnesota exchanges it is acquiring, including 

litr; ii$@F exchange, 

C, A description 5f all1 facilities to be utilized by applicant: 

Sce response to No. B above. 
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DIUs:. Types of services: 

Services will include local exchange service, long distance and internet 

ac%*x:it~ ~ukf 1 ~ g y  expand to include cellular, paging and personal communications services. 

8. Geographic area to be served: 

Cilizens Minnesota seeks authority to provide local exchange service to 

ia(ti$r,au~i't.lcrs of the Ortanville-Big Stone and Jasper Minnesota exchanges Iocated within 

4b:e slit& LIT' Srtu11.i Dakota. 

9. Technical competence of applicant: 

Education and experience of applicant's management personnel 

%&a wifl oversee proposed local exclnamge services: 

(1) John Lass, Vice President and General Manager, Central Region 

far ~ ~ n t l h 1 ~ 1 ~ i ~ f f k i o n ~  Sector. Mr. Lass is also a Vice President of Citizens Telecomrnu- 

t'fnrziiiorls C'smgar~y of Illinois. He holds a Bachelor's degree in civil engineering from 

fciy i$ $l;tdt? I ,J i~ iv~r~i ty ,  Prior to his current position, Mr. Lass was Vice President- 

tg~iggiurion, rcspansible for all aspects of acquisition-related integration efforts for Citi- 

ze~its P~rv~nunicilti~ns, Other positions previously held include: Vice President, Reve- 

11uc Assurat~i:c and Regional Operations; Vice President for New York, Pennsylvmia, 

ftsanrsncc, itnci Wcst Virginia. Mr. Lass joined Citizens as the Central District Tele- 

pl'mlt.v~c CTp~w'atio~~~ Manager for the Sherbulne, New York area in 1994. Prior to that, he 

ire14 a varic~y af operations positions in New York and the Midwest with GTE and Con- 

r d .  bir, il,;ir;s i s  currcsntly responsible for all facets of Citizens Communications Central 

Rrgiiril operations. The Central Region consists of the states of Iowa, Illinois, Minne- 

i;Pia, Nebraska, North Dakota and Wisconsin, His responsibilities for the Central Region 



kt~tttde thc nuersigbt of all functions within the region that impact customers, s 

pkiiilf scrvicc, tiistamer care, sales, =d marketing. 

l]%j Richard 

wif i be g r ~ p l ~ y e d  by Gi tizens Conimunications as a Vice President and 

fi3r f h ~  & ~ ~ I I Z I C S O ~ B .  South Dakota, and eastern half of North Dakota properties.. 

wsrk f t i ~ f ~ f ? :  includes Area Manager for the GTE properties in Mimesota and pr 

~haf ii 1 3 i v i ~ i ~ 1 1  Mannger for Mi~mesota, North and South Dakota, and Nebr 

f i ~ r  it,iTE. Prior to that time, Mr. Shelton held a variety of engine 

sitions fhr Cotrtel and GTE. He has worked 37 years in the 

f li-ta current responsibilities ilrrclude operations, engineering and r 

$;*z;~r;irut1icwQ-i011ts Central Region properties in Miiu~esota, Iowa, Nebras 

a;itl eastan1 North Dakota. 

k3, Ability to respond to cmsta~mer complaints and inquiries 

ck%*aliry of  sentice: 

Citizens Miaznesota will continue to utilize personnel in plac 

$rut! titnc: so a high degree of familiarity with the exchanges and related p 

rnz?in. 'I'hc jasper and Qrlonville-Big Stone Exchanges will be 

pra\ni.d afficc: in Mound, Minnesota, and appropriate toll-fiee l~umbers 

canlfsl:~iri!s will bc in place. 

10, Emergency services, operator services, interexchange se 

diresgflsry assistance, and teBecomrnlnnications relay services: 

Citizens Minnesota will continue to offer a full range 

I ~ ~ C C S ,  O ~ C T B Z O P  X C W ~ C ~ S ,  interexchange services, directory assistance and te 
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hang tcby son.iccs TIIT transfer of exchanges should appear to be seamless for cust 

gpli 

1 1. Financial information: 

A. A Financial Statements for the most recent 12-month pe 

clurlcd in Citizeits Carnmunications Annual Report. 

R. The latest annual report and report to 

rriutric;rtinrrs Cs Ilttact~cd as Exhibit C. 

12, Interconnections: 

A. Loeat Exchange Carriers with whom 

BE$$: No\ applicable, as Citizens Minnesota will be the 

e0~11ga ci%~~der+ 

8. Timing of interconnection services: 

N/A 

C .  Copy of any requests for interconneetioo: 

NIA 

13, Tarriff or price listing: 

loidally, Citizens Minnesota will adopt the existing tariff 

and $.is WES'T, A$ these rates have been f o ~ n d  to be reasonable, there is 

&@ lhc affeetcd South Dakota customers will have reasonable rates. 

!anger tcxm, Cidzcns Minnesota anticipates that it will be able to utilize its man 

crporlisc to provide both technological improvement and competitive 

gubulrban and rurd customers. 



X 4, Cost support for tariff or price list: 

This is not required under South Dakota rules because the appli 

niirt Bestwirig r~wre than 50,000 customers in South Dakota, 

15. Marketing of local exchange services: 

Citizens RAirinesota intends to offer one-stop shopping to it 

trlcluriing thosf: in Sautll Dakota. Citizens Minnesota will work with the Co 

%i:%ff rs dcvclop a customer education outreach to ensure a smooth transition 

attrf IJS MJICST to C:itizens Minnesota. This will include newspaper a 

rmsgrfr& aa appropriate. Through this outreach effort, customers will be info 

rt:rvic.@ nnvl repnir numbers and ather important infomation needed as a re 

tviinsiti~n. 

16, 1,ocral exchaange service in a rural telephone CQ 

Applicant is not seeking authority to provid 

srpicc ;vca of a rural telephone company. 

17, States in which applicant is 

s~rnn%tfusr$catians services: 

Citizen Minnesota is certified to provide teleco 

Mitltresola, has never lbeon denied registration in Minnesota or any 

sMnclirrg with the hXinnesota Public Utilities Commission. 

18. Customer complaints: 

Citizens Mim~esota values its customers and is co 

best CIIS~UIIICI- relations in the industry. Citizens Mitmesota presently expects to 

i t s  ~xis~iag call centers to handle new service and repair calls originating in the 



%%;s cxet~xnges, This service change should be transparent to South Dakota customers, 

i.*irigcns ~%jill r~tziin the current GTE local service response employees. 

19, With regard to regulatory matters, the following representatives 

wrl;$lmld P O C @ ~ V ~  notice: 

Scott Bohler 
Citizens Communications 
137 Harrison Street 
P, 0. Box 609 
Jal~nstoivn, NY 12095 

Craig A. Marks, Associate General Counsel 
Citizens: Conrnlunications Company 
suite 1660,2901 North Central Avenue 
Phoenix, AZ 85012 

Char1,es A. Hoffman 
Maslorn Edelman Borman & Brand LLP 
3300 Nonvest Center 
90 South Seventh St. 
Min~~eapolis, h4N 55402 

Darla Pollman Rogers 
Meyer & Rogers 
P, 0. Bax 1117 
Pierre, South Dakota 57501 

20, Billing and colllecting charges from customers: 

Customers will be billed in the same manner as they were 

:4giIt~. C~~stonzers will receive their bills monthly in the mail, and they will remit payment 

ra thc Mound City, Minnesota office. 

21. Applicant's policies relating to solicitation of new custsm~ers and 

prcventfarsl of unauthorized switching of local service: 



Citizens Mistnesota abides by the letter and spirit of all ap 

iattri Fciicrfil st:tt~~ies and does not engage in slamming. As Citizens Minnesota is 

sarabcnt Inca\ cschst~ge carrier, this issue is unlikely to arise. 

22, Number and nature of complaints: 

Thcrc are no pending complaints lodged by South Dakota custom 

h~qsczr !$xchnngc against GTE in Minnesota. There are also no pending c 

ky firrtrttr mrknta cr;sttomeis in the Ortonville-Big Stone Exchange against U 

23. Written request for waiver of inapplicable rules: 

Applicant respectfi~lly requests waivers of any 

rstg 813 npplicnliun fbr cellificate of public convenience and necessity s 

c- Rnt, 

24. Federal Tax Identification Numbers: 

Fpr C'ltP~cns &I vllinnessta: ---,-- -+,"-wwp 061 554080 

111. CONCLUSIOP4 

In conclusion, Citizens Minnesota respectfully requests ~h 

%ion grant it a Certificate of Authority to provide local exchange 

irr@its. Applicant requires a Certificate of Ai~tllority to provide st 

mr~taicatjo~is scwicos to the South Dakota customers located in the 

bfinmcsora, and Jasper, Minnesota, exchanges. 

Respectfully submitted this - 

P. 0, Box 1117 
Pierre, South Dakota 57501 
Attorney for Citizer~s Telecommunic 
Conlpaiiy of Minnesota, lnc. 
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m E x h i b i t  

y of State 097886 



Urn-ce of the Secretary o j  State PAGE 1 

I, EDWARD d. FWPSL, SECRETARY OF STATE OF THE STATE OF 

a&EAWm, BQ EEREBY CERZ!IFY THE ATTACBED IS A TRUZ AND CORRECT 

COW 03R TBR R ~ % S Z ~ B T ~ D  CERTIFICATE OF nCITIZENS UTXZImIES 

@ - M Y " ,  FILED IN THIS OFFICE ON THE EIGHTEEWH DAY OF JUME, 

DATE.. 
09-09-93 
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fQli> Fa pred'aa or o M W  qUir@, m opemte end dispose d all or 
@%$ pwl akE' &a b~3atosrts md pmgm%@s Qa p ~ ~ r p u ,  gm?nwshipa, esawiationa, and 

mw&usnsr Bngag\Dd In any bldaicms. im9udlnq that of opemtiq public ~aiiities, - 
@lM b nt&w p&ymmh! ~ & C I P  by @I@ hwfam d 168Beulities of t h ~ ~ ~ r n a h ~ r 7  af inany 
J O ~ ~  m%mraer *m%?niH& by lw, IbOCP$ in gb,-an Wrawith to assme m y  or all of h e  
&tIW%, mmPgg@p hr#;hiw, ~$Lw$,  w m ,  hdebctecllness, tlobilmw, an4 
Q@~@%$OW & W2k1 &xpQf61tiW, ~ b l d  'to 80 M y  W k  nowssary oc expedient in 
I @ ; W ~ W  th~~gr@vV& itt QQth 8x1 canyhg.a& 88' any pdm Q4 rcaofg4WarEon of 

$%W W P I m y  av WWtiorr I~~QQ~DBoQ. 



<.I Pa build, mnstmd, develop, improve, acquire, hold, o w ,  lease, 
~~lk"d~main and apefate, by elWicity or other power, street raihays and intauban rail- 
m s  for tk& transprtaGon of paaengers, mail, express, merchandise, or othw freight 
t& any p8t.t of ttm wrtd. 

To produce, mine, buy, sell, store, market, deal in, and prospect for 
&21t afrcl rntnatals of all kids and the products and byproducts thereof. 

[@I To organize, incorporate, reorganize, financet, and to aid and assist 
il't7r@i%dafly ar ~fhbwjse, companies, corporations, joint stack companies, syndicates, 
mtWsrships, and assoa'atians of all kinds, and to underwite, subscribe for, and 
~fldaqa ti?@ h d s ,  stocks, sewrities,  debenture^, notes, or undertakings sf any such 
mmpti~~~y, carpamtion, joint stock company, spdicate partnership or assadation, and 
xa makes any gumntw in mnncxtian therewith or othierwise for the payment of maney 
CT for tba pftrP-orn~ance af any obligation or undertaking, and to do any and all things 
na?wswry or convenient to mny any of such purposes into effect. 

{f] "E' any on the business of engineering and contracting in all of its 
b~asrcR@@; to appraise, value, design, builel, construct, onlarge, &velop, improve, 
s%id;;af, ar*! repair works, plants, systems, lines, stations, buildings, stmctur+s, mines, 
sh~fts, t~nneis, wells, canais, viaduh;ts, highways, facilitias, apparatus, machinery, 
%qdigm&irnt, &%pp\,liances and appurtsnanms, of any and every natuna and kind 
Wtz8%#ncBver. 

(a) To purchase and acquire securitlss, sss~ts, and proprty of every kind 
a ~ d  dt$&r;riptisn at judieierl, judiciary. trustee's, g~txQee's, mortgagee's or liquidating ar 
puQIic ar pf i~ab salas, either pursuant la a plan sf reorganization or otherwise, m d  to 
m!rry on a garmml salvage, liquidation, and realizablon Uinsss; and also U do a 
g~ij~$er&l mcamrnissibrs and brokerage business. 

0-9 To hold h Wsl, i w e  on ammission, mab adwarms upon w sall, lease, 
tmwfejr, cxgaanb, wrganke, impparat@, or disgoso of oany of the undertakifigs 

EIF te~uFtlr)g imvsshsnts &resaid, or the stock or searitis Ummt fo act as agent or 
bwWw fix my csf the above or like putposes cw any purpose herein mentioned, and to 
act w8 Gaml agent sf any dker pwson, firm or w~~sa;atisn. 

(il To obtain the want of, purchase, lease, or othswise acquire my 
carreasslsns, Ojghb, ~pflans, patents, P ~ ~ ~ ~ ~ ~ B s L ,  lands, rights of way, sites, properties, 
urg~rtakings cxr busir~esses, or my !"@MI optiorp w contract in relation thereto, and to 
p13iyf$m, carry a&, and fulfill the tmrs and wnditi~ncs themof and to a39 the same into 
M a ,  md to ddvelop, maintain, lease, sell, holder, dispose of, and otherwise deal with 
rSles mTt@" 



From time to time to apply for, obtain the grant of, purchase or acquire by 
se, and ta exercise, ,xny out and enjoy any license, power, 
order, right or privilege, which any government or authority, 

; mwidw1 CK WI, wmy m p r a i ~ n  or other public body shall enact, make, or 

[fit) To iasus shares of the capital, stock, bonds, debentures, debenture 
M-fQS, &nd Ofher dbligations of this; coporation for cash, far labor done, for 

m@@itiZy% t:@QI or pmana[, or bases thereof, or far any combination of 
W ~ ~ S & G ,  a l  far s$wias rendered or in exchange for the stock dgben 
st&, Wnds, sect~rkiss, or obligations of any person, firm, association, 
aSMh ajl@nt~~tilii"f, 

(0) Trr purchase, acquire, and lease, and to sell, lease, and dispo 
wqtgf, wkikef rights, water records, power privileges, and appropriations for 
R&@li dni~@, higafion, agricultural, domestic or any other use or p 

(m) 7% ~~cI.(;Tu~~sJ by purchase, lease, own, hold, sell, mortgage, and 
gf1~9%.rmf&r t;iath improved and unimpaved real @state wherever situate; to survey, 
%?iiW.vid$, plat, mlossire, and improve the same for the purposes of sale or otherwise; 

t~ ~ ~ ~ ~ c t  allif W B C ~  tbreon factories, works, plants, shops, stores, mills, hotels, 
IIWSBS~:, bujl$fcgs, and M?ar structures, and to am, use, maintain, manage, and ope- 
P&E% the mma ar any thsamf. 

(t4q To cs grid csntrol and acquire, by lease, purchase, ~01ristruction, or 
cRtnI%r;rr,viv&, SLaamshigs, boats, barges, hydrgpllane~, and vessels of all kinds or interests 
%$~@seZrr and ta owrate tP08 same either on Alaska Vdaters and on ttre Waters of Pogst 
%w& on all navigabla, rivlers and waters cnwsecbed Lh-lerw.rff\ and elsewhere, or 
tpagr, Pw the trans;gg&tism of passengers and freight of 611 kinds, ~hth power to 
$!g~hbw~ Mild, mc;tnrd, r\spaErs lease, dl, convey, and operate vessels af all kinds,, 
%n4 atf nl&imt  applianms and apparatus incident, nece,sary or an3enienP %ergto, 
cx timy way metded therewith; with p ~ e '  zilm to do a tawing business, and also-tb' ' 
wfa!$s@$ twm, f~tmt5, oortstrerd, Control, and operate and sell docks, wltranles, landings - 
W&k~.k~ wnhrws, dry .(dock$ and dock mackri~nery, appliances and apparatus of all 
ass; and 3 ~ 4 t h  W power elm to d~ a general shipbuilding, stevedore, dakkage, 
wamkausa, and rnmrxlitsion business; to wndud=t a ganeraf cold storage orad 
mMgerMlan business. 

To subscribe for, ar cause to be sub 
remiv~, or srquiren, and/or to !sell, mgotiete, 

9 , t m s f ~ r ,  acrrtgtage, plcmdge endor ohmwise 
s $ W ,  scrip, bnI$SI, C O W ~ ~ S ,  mortgages, debenturns, clieben 
mWr?.g, awp&~lclsa, cdr8ft?i, aWw evidems of indebtednes 



pt~t stack m p i ? i a s ,  or associations, whether public, private, or municipal, or any 
mmf&l~ W y ,  end while the owner thereof, to possess and to exercise in respect 

ail 8-18 rights, pclhwers, and privileges of ownership, induding the right to vote 
?!I : lo  guarantee the payment of dividends on any shares of Vie capital stock of 

llff th* corparatians, joint stock ssmpanies, or associations in which this corporation 
h@g ax' may at any- time hava an interest, and to become surety in respect of, endorse, 
w &.h@twi~~ guafantee the payment of the principal of or interest on my scrip, bonds, 
w g ~ ~ g ,  rnmtg;lgas, debentures, debenture stock, securities, nates, drafts, bills of 
@x'g=Rmjaa, ar avidfsms of indebtdress, issued or created by any such corporations, 
p~nt st& mfatpanies, or associations; to assume and agree to pay all or part of the 
mrfsbf&dnass;, evidenced by bonds or otherwise, of any corporation, and to assume and 
@ ~ f & @  tsr parfom'l any covenants, conditions, or agreements ccrrtained in any mortgage 
wr Wst Indenture, and ta assume any other obligation, or liability of any corporation; to 
bwm sur~fy far 'or guarantee the carrying out and performance of any and all 
&3mfad$, .IBBS@S, and abiigations of every kind of any corporations, joint stock 
amwnfes, or asssdaiions, and in pafticular of any corporation, joint st& ampany, 
sa'aswiarion any af whose shares, scrip, bonds, coupons, mortgages, debentures, 
dbbl?i?~r@ st&;, s ~ u T ~ C ~ ~ S ,  mf@s, drafts, bills of exchange, or evidenms of 
~Mf&tddnctsos, art3 at any tims held by or for this coporatisn, and to do any acts or 
ff~ffi&$ d@.~signM to pr~ted, preslearare, improve or enhance the value of any such shares, 
g$iqv h n d ~ ; ,  carpans, mortgages, debentures, debenture stock, securities, notes, 
@r&f&,, blllrs of exchange, or evidences of Indebtedness, provided, howevw, that this 
Swbdivickn (a) shell not, be wnshed to authorize this corporation tc~ engage in Me 
b4Ad~wgf of banking. 

(P) Ta rnanufaduiie, buy, sell, and ggneraily deal in, goods, wares, 
m%sd.randise, property, ~ind m o d i f i e s  of any and every dass and descciptior~, and 
ali artidas &usad ar maliri in wnnedion therewith; to-engage in any business whether 
rneffn~aMtkring or a~&mise which -this corporation may de~rn advantageous or useful 
$n msrsugion a,ny as 4348 of the foregoing, end to purchase, q u i r e ,  manufadurn, 
tma~t, ~r j x ~ p m  far market, sell-or othenHise dispose of arry article, commodity, or 
ti~in$ whim U4/@ mrporati811 m y  use in connection with its business. 

4crb "fa man~ge, opmte, cxsnduct and supervise the business, propertjest 
mi$ qfl~im, in ~&ele or in part, d any ctxnpanies, corporations, joint sltock1cornp&$es, 
sytl$\mtes, psri@@rships, and associations af all Wnds whether it awns any at all &the 
sr%uritis% and/or ~biigalions of such axnpanies, corporations, joint stock companies; 
~iyogeiimtee, piwtmrships, and a d a t i o n s  or not, 

@) TO secure, purchase, acquire, apply for, register, own, hold, sell, ar 
aspose of any auld all wpyrights, trademarks and other trade rights. 

Is) To omanire, w cause to be organized, under the I m  ofthe State of 
Detawrus, or crf Euny dhar state, territory, or cauntry, sr the District of Columbia, a 



axmrazion sf sorpor'ations far the purpose of accomplishing any or all of the objects 
f3f &i& this carporation Is organized, and to dissolve, wind up, liquidate, merge or 
garrsgfrrJaie m y  such corporation, or corporations, or to cause the same to be 
di%~ofverj, wund up, liquidated, merged, or consolidated. 

To purchase, apply for, obtain, or otherwise acquire any and all letters 
wt~pu',, ticernsas, patent rights, patented processes, and similar rights granted by the 
United St~las or any other government or country, or any interest therein, or any 
ra1~6tfnIia?s vvf'rich may seem capable of being used for ot in connection with any of the 
oPj@&% or puqms~s of this corporation, and to use, exercise, develop, sell, dispose of, 
base, grant limses in respect to, or other interests in the same, and otherwrise turn the 

ta acx=rjunl, and to wrry on any business, m a n u f ~ n g  u otherwise, which may be 
deemed to directly or indirectly aid, effectuate, or develop, the objects or any of them of 
Vlis carparatian. 

(4 To lend money, to tmmw m e y  for any of the purposes uf this corporation, 
And IC) i t ~ ~ e  kods,  debentures, d'sbent~re stock, notes, and other obligations, and to secure 

sari?@ by plsdge or mortgage af the whole or any part of the property, of this corporation, 
@$!her raal OF perlmrral, or kc issue bonds, debentures, debenture stock, notes, w other 
~t~ligglions, without any such security. 

&') To enter into, make, perform, and carry o ~ t  mnfrads of every kind far any 
i@wfuE purpose, 'withaut limit as to amount, with any person, firm, association, or corpafaticpo. 

(w) In s~lnnection with its bu.;iness, to draw, make, accept, endorse, discount, 
guarantee, execute, and issua promissoy notes, bills of exchange, draffs, warrants and all 
h\n@-~. G? obligations and ~xitifiwi,es and negotiable or transferable instrumsnts, 

(XI 9'0 purchase, hold, sell, and transfer shares tyf its MI capital stock, 
Mndls, ndm, rnnd ather obfigapia~ns of h is  axpwation from time to time to s u d ~  ~xfsnt and 
/i7 tM rn&jaqn~r and wpm such fms 61s its Board of Directors shall &tmina; provided 
4h& &ny purmaaw of any of d shsras sf th capital stu& of Ihs cwporatim shall nat be 
mede when such purchase wak~ld cause any impairment of the mpital of the tmpomtion; 
and providrEsd further t h ~ t  shares of its o w  capital stock belonging to this mrpcmtion shall 
flat b ~mted upon directly or indirectly. 

[Y> KG haw me or more offices, 10 carry on my ar all of it5 operations and 
bcsin~ss and w8haut restriction or limit as to emaunt, to pllrcfiase, lese, or otherwise ac- 
q&a, ha@, aiFd own, end to mohtgage, sell, csnvey, lase cr otherwise dispose of, real and 

I pmperty af every dass and description in m y  of the states ar tetnifariss of the 
Idmft~d States; tinhi in the District of Columbia, and in any end all foreign crauntries, subjact 
t~ tiha I- of such state, disMct, territory, or wntry. 



fr'i TO do my and all things herein set folth, and in addition such other a& 
gM-i?ri?gs B$ HIS nacsssary or convenient to the attainment of the purposes of fkir car- 
w@-t,@fiz par any ~f them, to the same extent as natural persons lawfully might or could do in 
@$if ~ " i :  61 EfIg world, 

a716 f ~ r q o / n ~  clauses shall be constnued both as sbje 
a@$ rt  is ?@r& J' @xprmsJy proYided that the fwegoing enumeration o 

W?*fgd 18 tinit arrcastrid in any manner the powers of this corpo 
&th&%Itlm flj: dar~d in additian to, and nat in limitation of the general powers 
o-rn &% 01 St~fe  of Brilaware, 

It is the infention that the purposes, objects and w e  
&?r@i@ '&ifd end 811 sukdivisisns thereof shall, except as otherwise explr 
B@&$@ h?t !jmrt@ci or wstrieted by riifer~ence to rjr inference fram the terms 
g&k\@@or paragraph crf this Article, and that each of the purposes, objects, 
e$%fcifr& in this #rtjcl~, Third shall be rcagarded as independant pupses, 
%M%@jk. 

~ 0 ~ w ~ q . t :  (la) The total number of shares of stock which this mpocation 
SMII ~\BM acithvity to isme ir six hundred and fifty million (650, WO,OOO) shares of whik? 

~ $ j $ f ~  [f40',%3.8BQ) shares shall be shares of Preferred Stock with-a per value of-one 
EXWI f@.Q$) a?4.i.b:;4i4 amounting in aggregate to fiver hundred thousand dollars ($%O,OQQ), h a  
Ww&a&id P8ty r ~ r ~ ! B a n  (260,?200,000) shares shall be &ares of Ccwnrnon St& Serie's A of the 
agr %t%rars rrf wsnty-five cents (S.25) each, arnwnting in the aggregate-to sixty two million 
Bu* h:,rs#lnd %@usand dollars ($62,500,000), ,ard three fifty hundred million (350,000,000) 
@ha?@s 8hnii ba of mrnrnan Stock Series 8 of the par value of twenty-five csnts~(S.25) each, 
~ m u n l i . ~  in Ihle sggrggats to ~ightysaven million five hundred thousand dollars 
{m~,-m,mo), 

(b) The Preferred Stock may be issu& frcim time to time in Qne 
a more ymie*ics, and in sud, omwrits sf; may be determined by Uss Board ctDirec40,rs. *:Be 
d ~ s i a ~ m t ~ b s ~  p w r s ,  pr~ f fo r~ t~ws  end relative, participating optimal, cr;nversion and'qtkr 
dgirdg~, GM qwiRMissn8, Ilmi&&tiwts and res'irictions thereof, sf thedPrefemd Stock-of 
w@ wrie~~p, W1cb %halD not be fixad by the CeMcate of Imrporation, shall be su@ as 
a88y ba 8md or altwed by resolution or resolutions by !he Board of Directors (authority so 
fei @a h i r q  h w b y  +etxprrrssly grantlad to, and vested in, the Boatdl of Directon) to the,fuli 
mafia now or hemafisr pgmittwd b,y the iaws of Delaware. 

(c) Tke designations, powers, preferen 
w&i~ lp~t I f lg ,  optional, car~vession anel ether special tights, 
IiHtahsxs$ ntld fsstActiosns W&, the Common Stock S 
@e*ee% 43 8mII bitp as follow: 

(1 ) Wnrtver  full dividends have beem 
funds set apart for the payment of dividends on e 

6 



Praferred-Stack which may be issued and outstanding, for the current 
divided perirrd and for all past dividend periods in respect of which divi- 
dends sre mulat ive and remain unpaid, and a cash dividend upon-the 
Common Stock Series B shall at a n y  time and f r m  timer to time be 
dsclarerd and paid, there s b l l  at that time or at any time tfiereafter-but 
wiahin fhe time limits hereinafter in this paragraph set forth, kdeclared 
and pair a stock dividend or dividends on the Common Stcxk Series 
gsyabl~s in shares of Common Stock Series A, the fair value as of Vie; 
rrsspsctive dates of declaration (as hereiniifter defined) of such stq& 
dividend or dividends paid or payable on uach share of Common S t W  
Series A during any calendar year to b equivalent to the cash dividend 
or dividends paid or payable an each share of Comman Stock-Serie-B 
during such calendar year pursuant to this paragraph. For the pu&ase 
at the foregoing sentence the dctermhatim of the fair value of the 
Common $Po& Series A shall ba made as of the respmive-dates of 
declaration of such dividend or dividends by the Board of Diredorqafihe 
cotparation in its sale discnetion and such deterrninatian shall befinal 
SIC! wnclusive, Without limiting the generality of the Twegojng, ,the' 
Bmrd 00 Directors may, in making such determination of kir valus;kon- 
sider th6t bid md asked prics of the Common Stock Series A on the - 

business day nexl preceding the date of the declaration of such dividend 
(or if mt available for such date on tha, rwld preceding datean whid-1 
srrt% quohfion is available) as quoted by Phe National Quotatiart ~ureau, 
'nnc. or an organization performing fiimtisi~7s similar Wreto and-su'kh 
other fadm as the Board of Directors may deem to be relegant, 
inciuding wibaut limifation, that the value of such st& &er be rw,rd 
date may be reduced by the decla~atisn crf the dividend and sny,'factijs,s 
which would affect the market value ad-& stock dividend &arqs."ihe 
Bmrd sf Diredots of the corporation may in its sole dixxatian deklqre a 
dividend or dividmds on h e  Comman Stock Series A on dates-ddferent 
from Mes date en which a cash dividend w dividends are d&4;rtwed 06 the 
Camrnm Stock Serigs 5 snd m y  f~-separate re& dateq aWdc, 
-par- payment dates diiermt-fmm the record dales OF: gawntti+as 
of the a s k  dividend or dividends dadarad on the Common Stack Sktias 
El, pmvided however, that the remrcl date and the paymstnt;<we of-any 
dividend on Common Stock Swibts A Shall be witbin one year fijb 
tho date of declemtion thereof, and prlwided further that-the fair valus as 
d thg mspedve dates d declaration (as herein defined) crf all sto& 
dividends wid on each share of Common Stock Series A durir~,any 
dendar year pursuant t@ ahis Paragraph shall be equivalent to the total 
cssh dividends paid only on each share of Camman Siodc Serbs El 
during such calendar yew permant to thls pwregmh. This paragraph 
shall bs applicable only Ware a dividend is declared on the-~dmnj.on 
Stock ekdcrs B payable only in cash and the Board of 5 i r ~ r s b o e i  not 
at the same time &dare a dividend in an equal amount onl)r,ih cash- on 



the Common Stock Series A, which the Board of Directors shall have the 
rigM ta @. The pmvisions of this paragraph @re not inkended to cover, or 
apply to, any case Were a dividend is declared on the Common Stock 
Ssries B payable In stock or any dher property h which event the same 
@vidsnd shall be dedar%d at the s a w  time on the Common Stock Sedes 
A as provichd in paragraph (4) of subdivision (c) of this ArticlsFOURTH. 
7Fle wrpwatjon shall not issue fractionai shares in satisfaction of any 
stock dividend but in lieu of fractional shares it shall issue scrip 
certificates (exchangeable, together with other scrip certificates 
Bggregaling one or more full shares, for stork certificates representing 
such full share or shares of stock), for any fraction of e share af stock. 
The terms and form of whlch are to Ix approved by the Board of 
Directors of the corporation. Until the exchange thereof for certificatas for 
full shares of stock, fhe holders of such scrip certificates shall not be - 

entitled to receive dividends or to vote or to any other mhts andar 
privileges as stoekholelers of the argoration. The Board of Dkactors of 
the corporation shall, in any instance, hzve the full pwer and authority to 
prescribe other meth~ds by which settlement for ffactionai shares shall 
Wa made, in lieu ~f dsliveri~?g such scrip certificates for fractional shares, 
anal may, withwt limiting the generality of the foregoing, make a cash 
soltlernent in respect thereof in such amount as shall be determined'liy 
the Board of Directors or provide for the cambination of such fradions 
into a number of Wole shares of stock equal to the aggregate~f the - 
frwflianerl shs@s which the holders of the shares of Common ~ t q ~ f  -the 
csrporation would atherwise be enfitl~d to receive arid the defiwe,~ 

' 

thereof to the mprat ion or its designee as agent far said stockholders 
tcs sell the said whol'e shares of stock and to pay the netpruceeds;af ofthe 
sale to tho% stockhelders who would othc~lrwise have been entitled'to 
fmctional shares pro rata in accordance with their respective fractional- 
skire interests and upon such other bmls as may be provide$ by thq-' 
Board af Directors of the corp~ration 

(2) %he Common Stock Series A, at the option of the.respective 
holders thweof, shall tve exchangeable dw Commn Stczrk Series'B of 
ths corporation, from time to time, subject ta the pmvisians hertiiqafhr 
set farth in the ratio of om ('I) share of Common Stock bries B;forone 
(1) sham of Common Stock Series A (whether or not any divide~d-shall 
have bean declared m the Common Stock Sen'as A and m a i n  uppaid 
but mis shall mf prevent e sbdd~ololer who shall exchange his'aarw 
after a record date from rescgiving m y  dividend payable ta Series-A 
stockhvlrldars of record on that date), upon surrender to thci coipoktion or 
to its tt3nsfer went af the certificates d Coenmon Stock Series k sp t~ 
be lexs;kanggd, duly endorsed in blank for transfer; proviW W8vk that 
if any such shares of Common Stock Series A am wrarrmd fdt 
exchange BP) or between the date on which a ash dividerid is:dsdued 



on the Common Stock Series B and the date fixed by the Board of 
Directors af the corporation for determining the holders of the Common 
Stock Series B entitled to remive such cash dividend, the wid-shares of 
Common Stock S~ries A shall be exchanged for shares of Common 
Stock Series B on andl as of the business day rrext following the record 
date for determining the holders of thca Commm Stack Series 8'-entitied 
tez receive such cash dividend an4 until such exchange is so made d y  
such stockholder shall be treatea for all purposes es the holder of the 
shares of C m m  Stock Series A so surrerlOered for exchange, 50 long 
as any of the Common Stock Series A remains outstanding, there-shall 
be reserved such number of shares of Common Stock Series B for  
exchange as shall be required pursuant to the provldons herein 
cxlrstauned. 

(3) The Bwrd d Dimdors of the corporation shall have the 
right, in Hs solo discretion, to require all of the holders of the Comrn'w'- 
Stack Series A to exchange ell d their Common Stock Series A for? 
Common Stock Series B of the corporation in the ratio ofone'(1) share>of 
Gammon Stock Series D far one (1) char@ of Common Stock ~eries'd; 

- 

[whether or not any dividend sball have been declared-on the Gorn_rnafi, 
St& Seriss A and remain unpaid but this shall not pray~nt a 
stuckh~ldsr who shall exchange his shares after a record data fmm. 
w i v i n g  any dividend payable tar Series A stockholders of recurd on that 
data). Notice of the requiremerat for such exchange shall be-givenrby the 
corpsration tml least thirty days prior Po the date fixed:for such exchange 
to &ha holders of record of all the autstanding Common Stock Seribs A 
and an affidavit of mailing of such notice by an employee ~&-lhe 
corporation or any employee of lhe tmnsfer agent Shall be conclusive, 
evidence of the-mi9ing of such notice. If notiw of suih wd7an& shall 
hatre beep duly given as hersin provided, and any holder of Cornman 
$to& Series-A shall nd have surrendered all his certiwt~s-af~Cs,~mon 
St& Series A to the corporation or its transfer agent fscsgchar$hJe, duly 
e m  in blank fur transfee, then from and-Mer the, exchange data so 
specified in the notice, any and all rights agnd privileges of such holdiqs 
of Cornon St& Series 8, as holdars at Cwnmm SWSer ies  &shall 
csase and terminate, except the right to receive shares of Fon%ndn Stuck 
%rles B in exchange fa his shares of Common Stock Series-A asshere- 
inabove provided, and from and affw the exchange date so qecjfi& in 
the notice all Common Stack Series A outstanding shall be cul4?je~&e ,. , /  

Cornman Stock Series IS with the &fed hiat each frdder ofihe 
wtskndlng shares d Common Stock Series A sWll thereupon beand 
becosns the holder d one share of Common Stock Sarias 8 far every 
share of Common Stock Series A then held by him. 



(4) in all other respects Vle designations, powrs, preferences 
and relative, participating, optional, conversiwr and dher spc~:i:al rights, 
end h e  qualifications, limitations and restrictims thersof, of the C~mman 
Stock Series A and the Common Stock Series 0 shall be the .same, and 
without limiting 'the generality of the foregoing, in the event any &vide?& 
payable in any dass of stock of the corporation, or in any p ~ f l y ,  ark 
declared upon the shares of Common $to& Swbs B of the cbrpopfjon 
(which the corporation by edion of its Board of Diredam shall have' the 
full p e r  and authority to do) She same dividend shall be declared upori 
!he Commn Stock Series A of the corpsration anci in the event any _ 
dividends payable in any class of stock af the corporation, ar in any 
property, (except stock dividends which are paid to equalize ~Asf'i- 
dividends as k~reinabove set for'&) are declared upon the shares, of, 
Cmmm Stock Series A of the corporation, (which Mta curpmitian by- 
action of its Board of Directors shall have the %fl power m d  autlhority_ta- 
do) the sam dividend shall be declared upon the Cmmon Stock Series 
8 af tke corporation ivrd in the event a caish dividend shiilf bs dacirarecl 
on the shares of Gomf~on Stock Series A, of the corporatian (which-the 
corporation by action d its Board of Dirti%3ws shall have the fultprrwer 
and authority to do, %henever fulD dividends have b n  paid or declarer3 
and funds set apart for the p a y m t  of dividends an -each sries of, 
Preferred Stwk which may be issued and outstanding, for the cumnt 
divided periad and for all past dividend periods In respe,@ ctafaich 
dividends are cumulative and remain unpaid) an equal cash dividend> 
shall be dwlared on the shares af Common St& Ssries B of the 
mrporatim. 

(d) Unjess otherwim exptessly required by iappiiwbie law, ssa& 
hotdar csf Common Stock Series A end Gtmon Sf& Series B $hail ;at sv;ctwry 
msetirkg d the st@clkhoiders ba entilled to am vote in person w by writtenirm 
signad by him for each share of Common Stock Series A and Cornman $kc#& 

, S@&S 5 awned by him and shall be entitied and required to vat8 as par;tloW-single 
class, i.e., C~rnrnon Stock (without distindion as Series A or Bries B) iliparS all 
such matttxs as m y  come hfors the stockholders including without lirnitatiu~ !he 
@lection d diredm, which shall be M d l s d  by majority vote of !he Common St- 
present or ragxes6sntd by proxy and entitled ta vota at the msrrtlng; The 
stuckholders sl this aqmation shall have no praemptiwr right to sut3SGtjW W any 
/sue of shores of stock of this axpxatiocr now or herm8r mds, 

FIFTH: T M  m i n i m  amurd af eaajikd -a which It, will jkK1Wsi j~ me 
Tnamand 5oQlsnrs ($1,000.80). 



9 ~ n . f :  The narnra srrdl plam of msidlenos of witch of the i-fs are as fdlbws: 

kkY!& 
L.H. HERMAN 
WAlEW, LEW 
W.T. HOBSON 

RE$lCIENCk 
Wilrnington, Delaware 
Wilmingtrm, Delaware 
Wt[mington, Delaware 

SEVENTH: This sxwpomtiwr is to have perpetual existence. 

EtGW"rTW: The @wete p p a w t p c  d h a  ~ ~ d e s s  staslll net be Wbjed to the payment 
d mwrate debts ts any extent whatever. 

WIf4TP.l: In furtkarhim and not h iiinitation of the w e t s  CWlfw 
tsrr?l State cxf D&laware, Pi@ Bard of Directas ir @>cpr(2!ssly authorized: 

To rnaks, alter, and rrape@I the by-laws subjlec2 to the p w w  of the 
sXMn!bers to chs~ngje w mpel such bylaws; provided, knvever, that prior b the soq6;;ld 
Tu~g&y iq March, 1937, na by-iws shall be adopted w amended by the dicedo@ sp as ta 
@<rt&@rizr~ or pro~(da (181) for the holding of any meeting of 6todiiWderra for the electiori ~ 0 "  
djfwiorw& @Ift er7y plaw other than Minrwpsplpu!ir, Mimewfa or at any time priwto the holct?n$ 
t$ tihe fitst annual rne4tit-q crf stoskholckcs for elsrdlwr of dirwtors on fhersbcoPIEj Tueqdiy 

March, 1@37; or (b) for Phb, holding of matiryas of directors, prior to such fir& rnee@r?Q-af 
$t~.haldsars for the eledisn of directon, at my glace other than as provided irl ths, wines 
b y - l a ~ ;  

f Q set tqwt QuP d any of W funds of the wr(xxation availabtha t h - d l v f ~ d s  
4~ ti~~wrva or r&'swes for any pmpor purpase and to after or abolish any such reserve , r 

To fix, deletimine, and wry fmm tima tu timo the mwnt :a tse ~ # i m i t i ~ d  
an% wdrpfusr and the amount or amunto to be set apart 4tx W i n g  capit81. , 

&I d the porwm of this mrpaatiom~ insofar 83; the same lawlsllly m y  ee- 
r~rtriimi by ?his @artZ:ficale in the bard of Directow, arce hereby canfernxi up9n,ttrg Ekm@ 
D~~wtars esf this carporation. 

Directam need not be eIwi@cI by ballot, unlwi voting by ballot &sf) tae 
qideM& by k W p $  of ten p m t  (16%) or more af the ahanrcas of sbds-mvwta&4at 
Ifre maetlng of ~tx5chal&rs at wf~ieh the diroctm are to be elcecteg. 

TENTH: mi6 capmath may in its by-laws mike any other p i s i o n s  at 
rq~slr&mcsnt~ 90s the management ar conduct of tb8 busintsas ob thfs ~ W m - p u i d W  
W mms ba not Insr~ndsbent with the provisions of this Codifime or crwltoru)r to the lwa rsf 
td.r@ 6tate of Kt$e;laiwt, and W)eet to the Iim/tetim$ upan amanalment d by-law &tainrrd 
iw  this C~dificate 95 Incospcwratlon. 



ELEVENTH: This corporation resemes the right to amend, alter, c?artge or  FEW^ srxy 
pro~isian mntaineel in this Cartificate~ of lncsporation in the manner n w  or hereafter 
ptemiber;' b\j law and all rights conferred on M m r s ,  directom, kind staCtihajde1"~ tlerbiii 
ara grantad subject ta this resenlatioi?. 

TWELFTH: A A dirscPar of'tf~e corporation shall r la t  be pefsonaily lisbte tcg the 
~arparatation or its s;to&ShOlders for monetary damages for breach of fiduciary duty as a 
diresxr, except for liability (i) for arry breach of the director's duty of loyalty to the 
mrjmration or its sto&!wlders, (ii)  fw acts or omissions nat in good faifin ~nvi"ifctr Inlave 
tntant,ional miscandud or a knowing vioiation sf law, (iii) under Section 174 3f th&Dsra&yre 
Genera1 Carporatition Law, or (iv) for any transaction from wlnlch the diredm derhijdfw 
impraper personal bene f iL  If the Delaware General Corporstion Law is amended stlei 
approval by the stockhdders of this M i c b  to authorize corporation adEm fudtwrr 
slimiilEiting or iimiting We personal liabihity crf directors, thera the iiabikity af if ddir&cx e,! the 
i=mora.liran shall ba elirtlinated or limited to the  fuIlest exterrt permitted by the D e t w r e  
Gsnesal Corporation Law, as so amer~dsd. 

B. No modification or repeal of the provisians af this At'ricie: s&&lC 
@dver,wly affect any right or protection of any director af the corporation exjstfng arPReua$e 
af such rncxiifimiion or repai  or create any 1iabiit.y or adverse!y affect any such sight w 
prca!&ction for any acts or omissions crf such dirsdor oscurring prior ta sum modif i~ra1~~ or 
r spm!. 

I 

BN WlfNESS WHEREOF, said CITIZENS UTILITIES COMPAfQ' has ausedt~s 
Cefiificztei lo k signed by L. Russell Mitten, its Wm Pres:Wnt, and attested !yy Ch&fas 3: 
Waiss, is Secretary, on this 17-h day of June, 1996, 

CITIZENS UTILITIES COMPAM! 

By: -* E. , -5 R o s  * RTS, 

By: 





r a t l r  ~ C P U L ~  aeurerary OT atate 

FOREIGN CORPORATION REGISTRATION 0+97886 
T 6  TRANSACT BUSINESS IN MINNESOTA 

FmSE"CYFE QR PRINT IN BLACK INK. FIUNG FEE: $200 ($50 i f  Nan-Prafirj 

2 .  YQU &iliil,rsT ATTACH P, CERTIFICATE OF GOOD STANDING OR STATUS ISSUED BY THE FILING OFFICER ).N 7 
S T ~ Y G  oe ~u~rsezrena~ IN WHICH THIS COMPANY IS DOMICILED. - 

--..-- 
Z T b  nsms of this csrparatiorr is: 

C"uf eb",xt% Taleupmurrica t i o n s  Company of  Minnesota, 
. ~ * ~ * ~ ~ l r s r i ( ~ U i i  

Legal Name of Corpora 

5 1$ ex&cl lit?gal name of this corpsration is unavailable in Minnesota, please complete, approve 
9ke b t t ~ f n  ~f [hi$ farm and list the alternate name here: 

4, The %$at& or C ~ u n b y  under the laws of Mich tbe corporation is incorporated is: 

S 7% anam* arid ~ddfes$ of the registered agent and registered oSfice in the State of hrlinnesata is: 

Wg@tsr{:bAd$rass: 3 3  S o u t h  Sixth Street.  Mu1 tif oods Tower. Minnea~oiis, MN 54402 
/ 

' -  -3 

Btrser address or rural route and rural route box number of the regjstered agent in Minnesota (cannat be FB;O~ Qax) 

Bf~gi%taling the corporation irrevocably consents to service of process on it as provided by 
Md $7. $3 

d Thk m$an@orr is a (check one) - non-profit X for-profit entity. 

$ Q%@$F !&fist l prm suti~an'zed to execute thi 
&@%ad _Yn @a ppvtnalUes of perjury as set fo 

, i k  narsle af  this corporation is currently gn file 
, the carpomtion has ncst obtained the use of this 

P&&R~%o@ 8%&!t&$ &aptw 302A.j 15, THEREFORE, BE IT 

o irtclude pn corporate designation). 
rarn&?-ris of Riinnesota Statutes chapten 303.05 and 302A. 7 75, a 

mmgw ai.-+-"- ,, 



C~T~ZESS "fLECOSLfMUKIC.4TIONS COMPANY OF &16NNESOTA, INC. 

~K~XC~~GTORS -- 
ksmc 

1 
TiNe Business AddressPh one 

~ Q ~ I I  H. C s s q .  111 Director Three High Ridge Road 
Stamford, CT 06905 

i 
I 

- 203.614.5600 1 Rudy 'J , G r d  Director Thee High Ridge Road 
I Stamford, CT 06905 

I / Liorwrd Tow 
I 

t ~ -  

TF~TCEW 

Director 

d 

i 
i mam DcSanOis 
1 

Business Addressphone 
Three High Ridge Road 
Stamford, CT 06905 
203.6 14.5500 
Three High Ridge Road 
S t d o r d ,  L'T 06905 1 

-r* 

Name 
" I R u ~ ' ~ ~  J. GTaf 

*.**I 

~ c d t t  N, Schncidcr 

Soh H. Casey, In 

203.614.5600 
Three High Ridge Road 

203.614.5600 - 
'Thee Hip4 Ridge Road 
Staimford, CT 06905 
203.614.5600 

Title 
President 

Executive Vice President 

Vice President, Chief 
Financial Officer and 
Assistant, Secretary 
Vice President 

Vice President 

Rem& L. Cohm t 
i 

1 

203.614.5600 
T i e  High 'Ridge Road 

I 
Stamford, CT 06905 
203.614.5600 
5600 Headquarters Drive 
Plano, TX 75024 
469365.3000 
Thee High Ridge Road 
Stamford, CT 06905 

Vice President and Chief 
Opmting Officer 

Vice President and 
Controller 

203.614.5600 
Three High Ridge Road 
Stamford, CT 06905 

I 
~ i c i . t a c l  G, Harris 

Stamford, CT 06905 
203.614.5600 

Stamford, CT 06905 

Vice ks idenr  --f-;g&dge Road 

dwai-d 0, ~ p p c r ~  Vice President and 
Treasurer 







% I ~ C ? ; R L ~ ~ * <  c$$ St;rie FILE NO. 

RECEIPT NO 

af Authority 

applies for a Certificate of huthoriiy to trsnracr 
11.1s S;l;rts: rrESoabl Dakota and for that purpose submits the fallowing statement: RECWVE~~ 

, ,; @;:? Bs)i;%: ;ift1ic tnr;ki)ratrra is 1 T ZEN$ TEL.ECOI"I'4JN ICAT I rJNS COMPANY OF M INNESQTA, INC;,,  
(cxan corpormc name) - .  

3 2 q@ll 

,i--* 8 - ., ? - , , C I A  ..l".'*C...I*&-------i-l 

: ' r t !  * % k c  iyan~r= $31 S ~ G  cmpnrarlna docs not contain the word "corporation", "company", "incorporated" or "limited" or 
$$sr,f. pf lTM 

.i-+~,:~n si. sbtsrc.italtan r%fnnc uf'such wards, then thc name ofrhc corporation with tfie word or abbreviation which icreIe& to add 
ih,-:c+~(r $<a -iezq tfr t l ~ t , ~  +iid(f t!: 

. .i " -+.,,, *-.-,. *--.rrrrr_-.---, --- 
Federal Taxpaycr IDP 

t-5 7 s ~ I * ~  33it? af 115 mt.t~yyorat~(~n is ,, G - 1, 5 - 1 9 9 9 
pr@&.-'rtsal, gs ,w,>i>L,51?i,L 

;, ";P i h$ $~&&$r r:%r aPi~$ iinlncr 
&+ * 

d -- *A >L*5,. ,~cEm!.&~s'&-w-\ 
iiiqi.&s r~itfrqi!; rf Jtl%rcnf :kom rrhlvc 1s: 

is no street addres 

: " i i i je fP4$p%1:9 '~vfil~k It prapuscs to pursue In the transaction of business in the State of 

i .- C" rru -,rrr, -,t,-r----- 

i Z :%$ liunt~;, ,inti rcspcc;trvc addresses of its directors and oflicers are: 

h;;t(ts$ Oficer Title Street Address 

* /r - A-r _*" ,%.,*.*_-_ 

- 7  -*..,,_,.*- "-"-" --- - , , ,  . , . P L E A S E  . S E E  ATTACHED 

%ikj~l$W 

=.I? sbdlfh 

" 
P" ,j -. ,-. : 4" " . . ... 



,5?,, ::,, 
.>c- , * ~  ..- <c* .:% .? 
,I? %'+ 

;.>a, 
4,): ...- I*), 

;:;, , $9 3 :.z; 
+ 2: 
,,r; 3 -. ,,. 

w. ** 



L 5, ;: :,: 5 <,::;z T;:~: :+;: .<L> 2 ;I ;. .I$! -;,y?.gj<7n y 
. ' - - 

&- 
Iicrcby give my consent to serve 3s [Ilk r c g I ~ t e ~ ~ ( l  

!?pclwe BI ?spiqe. '~~tJ .&g!lj?i 

' , , , I S C .  
;:+:.: 

1,4-.'-.ii*rro%,*"0~**-m4~,-~.""-YW- - . . 
d<%fe**f? aEft? 

-. ( C c r p c z a t i o n  Service Company 

; ;:$g ; z [J C 
" 5' **-*+-*'-%.,&-.--I !! -- \ L, ,* &--&- 

7 7 ftlgnztum of rcglsneed ngcnt) 
Ur--.1.I*d-= - '  - 

JACQUELINE N. CASFE~, ASST. VICE PR 
%74ub p~fi31r~ Gling frc ~ u s l  ncco~lp)i~!ly+ tltc application. Make checks payable to the Secretary of State. 

FEE SCHEDULE 

* I  i'+$:?<'.-i. -3 ,, T ~ L P ~  , ~ 4  .IY b;;, 25,000 or less 5 90 
" ' r <j d:j ('+ 3 c grf<$ .$\ Lf c F~ k&St$lz\$ 100,000 110 
rdp$" : t :+ -  ~ 9 4 1  %:?r;: xi1 --k;r&k@ 500,000 130 
1 5.  ,=if : z-q + j-n it p: &.: tytt >- kc%y,$j ~g 1,000,000 150 - CP -1;- *"*I ~ 3 ~ k  P~I q - ; ~ & t t ~ ;  1,5011,0013 200 
+, ,i L +  r, e-i , i i~ .  - -. - - - T J  -isti! PI tlt'J ~,*,:~~4fiflg 2.00O.000 250 
:: h i  S ; ~ ; - f x " $ k 1 % q  rn j~ ex,zwijt.rg 2,5QO,Ut)O 300 
- 1 , i ~ ~ ~ : ~ i ~ E > b @  ,p,k$ n\rr q~gcair~y: 3,000,000 350 
: h 1;; G r b  a t ~ t l  { t i ; !  t ~ , ~ ' ~ ' ~ s ~ f i r l p  3,500,000 400 
i,kz$4 3 : %!!&,f+ja? ;;igtd Iliptt g~@:&n$ 4,000,000 &so 
;*+I? i;.4 x B & ~ t $ # i ~ ~ n i  !$(it ekcr,cLdrng 4,500,000 500 

K=rr %Q l ~ X l  ,(tgj jf~ji); cniccdrna 5,000,000 550 

kr-* 7asJ,h a%Ifi!l?r'&d% $5~2l).*XY$, $4) trt iidd~tion lo $$SO, 
I- -J ~*+$;~Si:-ic: i~:\::l. +?t zRiEpiltlltg fees ~1m1er kl?!::, SCC~IOII, the dollar value o f  each nurhor~zcd sharc having a par valt~c shaII be cqunl to 
5.' s*.,% -ilfi,,l :IZC i* JLiilit %!I t?:lt;jf l t l l ~ l ~ i ~ r ~ ~ a ~ l  sirerr: k;lvlnl: no ysnr valuc shall bc cqual to one hundred dollars per sharc. The maximum 
tJ1-m 4 ~ 7  1) k f + T e , !  te:i~ler ?t:~$ l t f ~ + . t i i t ~ f % ~ c ~ r \  noc cxcccd sistccn d~ousand dollars. 

#'& r2?4k,r j:r+$S-gtlTI *k'1(j%S: 

+'<. th-:.~h J;:L<$ t : ~ ~ + t  I:e 3tgf:~d~ In  rllc prchcncr. rrt'a nowry public, by the chairman of the board of direc~ors. or ils prcsidenr, or any 
5'ii-i.r q-%f,,., idpe i.eiglrr:rl si7d ortlt photocopy of the application must be submitted. 

i % r@ ypc:.&uti ::ikpt. m ~ i ~ ~ j ~ ~ n t c d  h y  nn ariglnal, currently dated, CERTIFICATE OF FACT or a CERTIFICATE OF 
a Ci?tl$t YT 99f$TKa'f; irrim rI r r :  Seercinty nf 5tate irt tlic a a t c  whcre it ~ncorporated. A photocopy of a ccrt~ficare is not acceptable. i t  
~ P , h . ~ i L k  wil: . 3 , ; ~ r ~ :  ~ ~ t i ? - i l  IkIIICEV ( ( 3 0 )  ti:~y% 0t sutlm~tting i t  to our office. 

: e . ~ , ? ~  . - + . , a t  + dki? i : i  i,tw ref$~i#r% e~i?ry~frrp0m!~lon La c ~ l l l i n ~ ~ u ~ l y  rnalntaln i1 rcs~dcnt of [his slalc as the reg~srercd agent (number six on 

-,i.:t!., :+t:.i7iir rllc srs1zlcrctl n$tnr'$ ;~dds:ss rs considcrcd [he rcglstcrcd office :~rldress ol'[he corporation in South Pakora. A 
-,t:ip.- ILL , I S L ~ V ~  +:xi h:ii 113t14f lw it,~kcd tor  !;crv\ce of process. 

1 ~ -  ii -I:~-C-*: l b i  ik~. ~i,r~~r;-~riI .-iscnt porlion must be slgncd by the Souih Dakota rcg~sicrcd agent. 

1% bt? ~ f i ~  s i j ; , i * i r i , i i ~ r i n i <  L r f i ~ f i ~ a ~ ~ ,  ancl liltrig k c  10 dlc Soc:rclirry of Stalc, Corpornte Div~slon, 500 E. Capt~ol  Avenue. Pierre, SD 
- '. '' ".. s * * ' , i  3 Is? &rpi?i ,ric: ~ l l t l  ir C ~ C ~ [ & I ' ~ C ~ I [ P  of Authority t ~ i i l  be returned for your rccords. 
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t- Rus;;clf klvlirtcn 

.." "i" .'"? '-".,-?"-"-----------.-. 

i;cfIlrt~m ~3'NclLl 

-" " ,,'-'h"Y---,-,-. , , , , - 
i , , t~ilspton E, moss 

I Accounting Oficer 

- r I / I -w -m.n<n C D _ _ _ I I * m _ "  

t "hii~~l-ct; J. tVciss 

i 

; Xknbarn Snider 
c 

i 

--  , , -*-":'.* F- '-"---I--.- - 
Ot~EI4.I,f2fi - f.:ontintlrrl 

-r... ,*, " -* $.--z-'--- 

3 .ia nkr: i Titlc -_ Y>-...l-VI.CIU-I-"---_I .-I_-I^- .-Y---. 

j k %-ayac l.nfft.rty j Vice President 
Business Address/Phonc i 

5600 Headqumers  rive 
1 Plano. TX 75024 



State of Delazuare 

Office - o f the  Secretary of State 
Y 3 1  

Z, BDbltW 2. F E E L ,  SECNTARY OF STATE OF THE STATE OF 

EKALA%SUi%, UO BEREBY CERTIFY I' C I T I Z E N S  T E L E C O ~ I C A T ' I O N S  

r:'Y %124!.fES07fh, THC. " IS DULY INCORPORATED UNDER THE LAWS OF 

STATE OF DELARARE AND I S  I N  GOOD STANDING AND HBS A LEGAL 

t%$RFtFRkTE EXISTENCE SO FAR AS TFXE RECORDS O F  THIS OFFICE 

RS t3r IRX F O U ~ E E N T H  DAY OF JUNE, a. D . 2 a o o . 

AUTHENTICATION: 



LETTER OF CONSENT 
TO USE SIMILAR hM,ME 

: " t l ~  '"'" +ye ' ,. 1 ,r,bd.r.. , ,,Lgt?c,,-tl c o r p o r a t x  o f f i c e r s ,  g e n e r a l  

:~ r;ntr;Citd ;zdr"t::rtarspti.p, o r  ho lde r  o f  a reserved or 

c:*T g@tuj-~,lt:af. mana$er/tnember o f  a l i m i t e d  l i a b i l i t y  

i." 1 'C 1 ;-:.I Eii 3 
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.'; . i', '?.;+:E; ~ G P ; ~ ~ ~ E E T I Q N S  - W E  C O l V N E C T  OUR S H A R E H O L D E R S  T O  

f , t & . w , ; ~  ;,ha G R o W T H  O F  THEIR  I N V E S T M E N T ,  OUR C U S T O M E R S  

p ,  : - + - z n , L ,  " 4 [ i \ : Z : .S  A f J D  BUSINESS A S S O C I A T E S  A R O U N D  T H E  W O R L D ,  

* j  T t,i jJ , , j ' * $ E S  TO E t 4 A I C H I N G  A N D  R E W A R D I N G  O P P O R T U N I T I E S  



"VVe are now 

with the 
to execute that s 



f'e4it~;rnr ~ h ~ ~ e h u l c f s r s ,  

sr;d ;.,zlac*arrenrtd inerirudunnt invesrozs who, I 

6:ra; #~ \~ f i ' i ~ t t r  of Ciriacns shares, The extreme1 

J+.-rrn* ?ti PII '~U~*S rhnr the exrcuuon of this program yields 

V %cga~,! 7 0 9  9 wltb a plan ra separate Citizens into wo stand-a10 

2rJ earrrnrs. @i!r ;jaal was to ttnlack the intrinsic value of 



- ,  A s h or  t w b i l  e 1 a t er, two iaparx;cnt i;? $Y :*,-, I :  9.: &i+~%:;~;a ii *+*, 

The first was a sea charige in drct prices ~ k " f ~ w d  k.rl ;1d+; ~ ~ 7 ; .  5~ ~ : , ;~ i i r . ~ l e  -,,: 

privare nansacrions: Double~dig~c m~&iplt$ rA ;&& fl.35u; ;r , , Z Y - , ' ~  9% 1:"3g3: 2 ~ - ~ *  +: 

multiples of cash flow utility cumpanics t r a d ~ ~ i  3t if: g~"F2,; :, .f&:bfk3 

+,%,%* : < *&!klfl*k4~; S e c o a d ,  approximately 2 million eelrptrrarie accns F:egr i : ,  :. i. -l ' 

areas that are Citizens' market focus came nv.sSI:tb!c its ~~L:-,-:,E:F~P $5 ~pgjl~tt~.::  - - ;r-h~~' 

ble to  seil our public services p r o p ~ w i t ~  -- f ~ r  ti$kig$*$~p ;:".:, -t:t$-++* t~? <A@~c %<ik : ?:& 

fund rhe purchase of access l i~es  for ringie-digit r+tt;?figiizrc I * ,  :ti& G. +-sb 1.5,+eig!ri+- $t;i i;':r;e;>;;., 

= < 
$, A$<& ~ 6 ;  (2Jt!*, ,$ L ,4 fp:pb us KO redeploy capiral to generate subscnndttilp t;&q&sr GHBS : : . ; L I ~ ~ ~  o fp - " * ' 

telecommunications company, thcrc was p o d  rr;l$,ofi tci $$kg: ir $3 ,pf %? '.i.'w~{;~!. IS 2 . 
higher public marker: mulriplts than a? ~ l .  c;ornbin~ J r~lgfcqxs_r.;-, v d  ::.t,gi, 

U u r i  n g  c l ~  e s e e o n d h a1 f cr [ 13 9 9 ,  'ivs i h - : ~ : t ~ ~ g g ~ ~ : ~ ; j  . i > ~ ~ ~ ~ ~ ~ ~ : ~ ~ ~  8 3 ~~.+e~it~t 

nearly 1 million access lines iron1 GTP and L! 5 'XTS $ .in,, .~.~gf%& " ~ 3 .  qr$i~fiu:t s 

bankers to assist us  in the sale of our putstic SCTYJGC% p$:-n * 

I n 0 c t o b e r 1 9 3 9 , lye amaunccd F& gg,f$ ~i ;;-i-u: ?~<!:E:,P ;& ~ g ~ , q g ~ ~ ~ j s . g ~ ~  ~~:T~,+;;~~,y~$: 

., . . 2 

businesses for $835 In f ebsuarg EQQ{), +*Q ~ ~ ~ w , ~ ~ ; - : i ;  ., +:*?-: .5z.:;,~,~..t+ ,>-.t-:? .? r*p,q ,5Jb: ici; G-'i T~,?): .~!$$.$% . ,. -. <+i;~;&;$;;$ d.. ..,ri.- 

operations for $53 S million. Barb nansacr;oafi qdyep{ ~ei$y; .:j$;jjg@;$2132;$jg,i :!~j;j;!!:~&p. 

); ~- , ,<.%A:-<:. ,> of cash flow. The pror:ess for t.hc $ 4 ~  of o-us $28 $$~-~&:;a~:.,,pj b:kg;gj:g:+:$,,Fvl .:;. 2!t:.c<i.a..,AjjiiiBI, ,, , ,> ... 

on crack. 

T h e  a f t e r - t a x  from the sala crE orrr pizb:~. Y . -  -A :~+,~t:j.i-?t, 3 - T*; 3. - >  

contributions isom our cash and ir>ver~em~~iq p~Weyl;i.#, 5% E 1, :idy:r .-+ ; - i V ~ * r . ~ .  f J  . 

fund the concracttd access I!nc sq~~isinms, 

lng equity or: ~ndebcedness, 



, : E F $ ~ % *  '::&I& 
v I, 

* a ,-. ,,*c a + 8  S t C ' T  S C H W E I D E R .  S T E V E  W A R D ,  R U D Y  G R A F ,  BOB B R A D E N ,  
" , & g r : S  

:.i;,xs, ,4;1as rect:nr!y as president and chief operating officer of our own Centennial 



!I Our prime objective now is  
to unlock the values t. 

ave been buiidinq % t 
many years." 

A d d i n g  m u c h - n e e d e d  a d d i t i o n a l  t a l e n t ,  C X J $ : ~ : C ~ G ~ ;  ,itt+i t%.;%\k 

to our operating management, Cirizeus appoirrtcd $coer Sfk-si-c:rr, ~ , ~ 7 ~ ~ t ~ . l :  q::a?i.; 

vice president and chief financial officer a i  Crlrtury Com;i.t> ;:kc:(sgtk s,zq+. :: :i 

Chmnnial Cdu la r  Corp., as execurive vice preridcnt t:ii;::..r md pm*;isi.: ... 
Citizens Capital Ventures. Citizens Capiral \iFenrurcs is 3 n6.i c ~ c ~ ~ ~ ~ : ~ ~ A ~  %7;i7,r ,  ;+-;; 

aimed ar capcuring opportunities in e-caaimercc and r t ~ c  Zntr:.a:s &A: qti:i:,,i qi".:':;:: * 

our portfolio of reiecornmunicacio~~s business lints fin8 St 'Tt ' t i i3%,  

John "Jalce" Casey also joined us ham Ceneenni.1) c";eiilui;lt- izi:crt: hi: ~ ~ 1 %  ,: :'ie,s;;g.( 

i 2 operating officer. Jalce has assumed the poslr i~n a1 chisf (;,pr:,;* $1:: g;Y%;?* ..? :;b.::"ti+ 

telephone businesses. Otller imporwnr additions ro $taxi free? i-?nr,-ctitf*b 4h1$ 

Century include Michael Harris, appointed ro ilil chrt key $i: i ; :64,6x r ~ !  gr*t:;it!r;_ 

engineering and new technology; Bob Braden, vice p~e~idtrcit, ?-b5zif$$5 i!~1.$:~32:!:: F;, 

and Steve Ward, vice president, informatior, tccbnnlsgy, 

We b e g a n  t h e  y e a r  2 0 0 0  with a new plan ;in4 a ncv, :-r:.:: ;&at c!i i  ~ ~ : i t i ~ . :  

together for many years and that promises to trans for:^^ o:tr .:A?- :.71~-" ,, ,r iE!:rs .i f:~y;~'r?-- 

munications leader with a razor-sharp competitive foclzs - ~: ! i ,~ , * :  !$~~r:gb :ci ?+::,., 5 

the institutional invesror meetings mcnrianed ;2r rhe beginii~e~ : :IT;. ::.:re? 



* t n e  year LUUU will be  the yea r  



x 4. 

" I have seen few opp~ortu pT% "P* g T+i 
I r . ~ b G - b ; ; .  

a t  are  as ecxciting as those 
:. 

presented by Citizens and 
Electric Liqhtwave 'k 

D u r i n g  t h e  p a s t  f e w  y e a r s ,  we have wrixen cr~t~-~,+:a~gtci t! i~~-~i\b+:~~t~~ fi.2: 

CLEC (competitive local exchange company) subaidi~i- Yi7.;rr~: C ~ & F ~ ~ ~ ~ , ' P F ,  Sam 

(ELI), and irs exciting prospects and po tcr~dal, 1 am pf~~t3rs2 :o ~e~,hib,t~~ giiiiiit 'I llirJs ~i(~t.$ 

a rrurning point for ELI, one that saw the camp:$ny may:: iimk re t%le Ciwg~~.r;-;$ ::c 

generating positive operating cash flow, Hy n d - y e a s  2il;:!:s wr F~X;Y$;: (iii deg $f+E 4 

first positive cash flow quarter, with quaterly irigrewwrt*!ncr i f \  pet[+>gt~h:j,ft$~$ F Q ~ S X ? ~ ~  

from then on. Increasingly, we are focusing upoa uhcl qcij::ifg;.i:i+: f ~ g b ~ ~ ~ f e , t ~ : : i ? ~ %  

between ELI and Citizens Comnunicaeisns and findirt% r4i.uiil,u ~ ~ ~ ; f ~ a i i . f h  ;ffr&3;t~& 

possibiliries. 

O n e  zhing i s  c e r t a i n :  Thc year 2000 dl! kje rhr i.;{.i:. cti ri%v izT,Ef. P~GT;.;~, 

1999, many large new investments were xnadc in CLEO iitrty1cui g;4~yi"r 6 

Goldman Sachs, ICohiberg kCravis Robercs, Thomas Let, ?is': irrfy;ttia Z:r&z .r::i$ 

Microsoft co-founder Paul Allen, 1% expect to set  f~~i:r~hg-: -indur%~rt:s-+i~ r : i  :';'tc 

wisdom of Citizens' CLEC invesrment and undoubredl% i!:.' br%:~irgir:r$i : r j  ,t .:i~~w~::,5't. 

tion of the industry. Whatever the evennialicy, tve can : -7 <$%rna~il rh!tr Ire g+~t:m!.? 

early and wisely in an industry whose rime bas mmc, 



Cl u r p r i m  e o b j c c t i  v e now is to unlock the values that we have been building 

rhssr rnrsng years through Citizens' transfnrmation. ir  is my firm belief that the 77 

p~~cmor rise in our stoclc price in 1999 and the continuing appreciation in 2000 still 

rady hifit at  Citizens' true value. 

0-r. c r m y 1 o n g c a r e e r , I have been the builder of a number of extremely suc- 

e~afub tetecommunications businesses that have paid handsome rewards to investors. 

1 have seen lew opportunities over that time that are as exciting as those presen~ed 

ity Cidzens and Electric Lightwave today. As a fellow shareholder, I invite you to 

jotn nze in savoring our company's extraordinary future and the values that will be 

, 5 3 N A R D  T O W  

: ~ ~ a l r m ! ? q p  and Chlef Executive Officer 



maximizing company bf3iue 

for our shareholders." 



. . . - , . . s= lqk  J L U L C I  r n e  president 



" W E  A R E  P R G V I R l M G  f.tJ%TG,"rbE?$ 7 & . " ' - : $ .  

!$ $2 :> &, $ -., ,, %# 

O u r  p r i o r  i t i  c s a r e  c l e a r  : Our campang nwst gcbs-el:, -=i:~h~v-t~>i:)i ,$2 ,r fi:lr+ 

integrated unit, nor as a collectian af parts co:nge?ring ~ G Y C ~  w.: +:E:~~_?~Z$CF e - -  .-'i.+5:ii- 

expense. Our guiding light is maximizicg catnpizny vlrlrtg :cr; :,-,,r d ; r : g t ~ b t h i , ~ ~ t ;  

S u b s t a n t i a l  i n c r e m e n r a l  ~ a l n f ?  hss bc~~tll~~fti~8:i?,,:;~%ib~t~,&~~,u,i,a~a,~~~3;f~:~::~-,& 

additions that have dramadcallp increased rtxe screagth a l  G.;; rnrb~~w Z + ~ $ Z ~ S + ~ J ~ J { : . : ~  

ream. Our aggressive new reani i s  skilied in wiseline, wA,j_ka, :.th;r Z C ; ~ @ ~ ; : - ~ + Y  ki<>+~ 

Internet technology, with lifetimes of exptrieace irk h,ighja. rs.,FW:yt~nscF ~8 ~ , i , r . : r - ' ~ p ~ ~ ~ i  

-4lready they are bringing new energy to Citizens. 

" C During t h e  pas t  few months ,  our new ream has mcr w::,; ~:Es\c* $2 ',rte irq$ 

employees, many of whom voiced the same question; "Wt? :-. .r g>$drg%+, itlr ui :i,2~s; 

only reacted ro change rarher rhaa csvacing it, and what JF; : 2 1:  gf~&g FS i&$ ,4?t--C: 

it?" Our employees are champing a t  rhc bit to kc ~ t i i ~ f y  tcl a,%f-- sty ~ 5 < ~ r ~ ~ ~ i  ,-i::;s'p. 

petitors a run for their money, Thest employees art- fine, :r:l:->rrif i?il '~it~'t  b,," i h  , A "  k ,+,ts : 

their business, their company and rheir catxanwuniuer. Chrrr lz'r ~:C:;YZC ;L: jji;; ? * ~ ~ 4 - - =  
3 ' ees are shareholders and h2ve a vened inrensr in Cit:;7rsa* i:. .r;~~,:pd s 3 t ; 4 ~ ~ 3  ",$LA 

pledged to listen to their recommer?dadms and xn suppar: i ? z 4 , ~ p  3 :$,>2~4 .):", -: 2~ 

the job done, bur also ro put rhem on :he s c t t ~ ~ g  c d g ~  ni *i ' o~+::.qg~. 









m e s s a g e  f r o m  t h e  p r e s i d e n t  

" O U R  D I G I T A L  N E T W O R K S  A ' !  
I N C L U D E S  L O C A L  A N D  

put resources closer to the customer, eoiznect opcrutitvg F= :,.:ic: a: etlrsi->4 ir:.~~':,~p~ 

ment, and solidifi our cnmmirm~nc m rile mmrndgia~ee w.1: v .*+x:. F $ ~ ~  ti9 ~ ~ $ 7 2  SF 

strong local presence around rhe: country hhus giver: $iriz,e~: 9i.m~ PZ%:<f ~ ' ; j T ? t  

a benefit thas is now aur  critical camperitive ss~ec, 

G r o w t h  f u e l e d  b y  a c q u i s i t i o n s  g i v e s  us naarz;, ,::> r++-;i E,,- nasz,i:fi ~ , j ' i  

can sell more products. An aggressive, iiseaily rt?spit:r;;Gl!s ;:* 1 , ~  sr?;:;;; 5 ~ 3 ~ 1 %  . HBX 

irnportanr pan  of Cidzens' g r a v ~ h  plan. In 1999 n!an~~ .$ ,15~$1 5. ;&;,py +F$+.P 

1 million additional telephone access line3 frnm GT'E and ld - %''%$I *"i,e::~r ~ ~ . r . v  ? ,-=1~. 

are iategra~ed into our systems, Cirizros ~2iI1 serfe ?im:%ist : .-- :'r+:!l i,iri.rt:$:te;.iiisLP 2 

customers. Citizens is already h e  ZOri.1 !argcsr refeph4~nr L,.; :::'~TsF r f :  :?w i r z i , ~ b , ~ t :  

States. Even greater size will provide u s  tyirh :he irj!~ qo, !'-; ;: 2hez ~?<;;:~fi;, ; 4 2  acr.*,: 

rive and profirable. Ow second milliol! access wjil r:z3 , p;,j;:t:bs T pj,bg..c2 E. 

higher than could be achieved with only 1 miittan acccis ir:.,:. 

0 u I d i g  i r a 1 n e r w o r  k s will allow us ru provide :.i,i; L kii 27% 6: T\: $:~LL - ., r 

that includes local and long-distance voics and &ra sdr;tcr-' 8i 13 );:$ s s - z 2 i  ;; a:>r, ,='. 

for bandwidth-intensive services. Staying eonnrsred ro ~:&t. . * m2.i~' , ~ ' ; ~ a ~ : +  :$:. 

sophisticated comunicadons needs is key :::a both E : I B : ~ J ! ~ : ' ~ -  - -:*::bit:; 1812 *:Lis~p 

revenue generarion. Combining ow relrcammr;ni-;.~r~i~t:-~ : .- -:::::, i.,&ia sa s 4; - -* _ 
Lightrwave's backbone nen~ork  giws :is n yw~e&r+i :oal r:i; , ,::: - I. >+, ;;if s$%.:, 

the mosr demanding business and rejksidenual L"::SZ~?~IGT%. 
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n s * 6 -  ; i f i h e l  I * "  "ve#C i ) r6  i C R A N G E  L I N E S ) .  E L I ' S  L O N G - H A U L  F I B E R - O P T I C  

;li b;J;^ i _ ,  +: t . , ~ , i : $  A N 2  I f I I I C L U D E  O N E  O F  T H E  L A R G E S T  R I N G E D  O C - 1 9 2  S Y  

zL ,> . , a ,  + : ~ ~ j l : ~ q g $  [SONET:  ! N  T H E  U N I T E D  S T A T E S  ( S O L I D  R E D  L I N E } .  

1; 9 , ~ p  ,,, v g , -  .,%, , . A T E %  ?'hi5 Y E P ! ? ,  T H E  S A L T  L A K E  C I T Y  T O  D E N V E R  A N D  D A L L A S  

6 i5 $, %b e4 r ' R W ~ t i : 2 t I  i i E 3  LIi%.;E) W I L L  A L L O W  U S  T O  M O V E  C U S T O M E R  T R A F  

. A 8 6  L:, :":,EL " - iE  L i k Z S  O F  O T H E R  C A R R I E R S  T O  O U R  O W N  S E G M E N T S  O F  

t'3;ii"i"PitiG C O S T S ,  l N C R E A S I N G  S E R V I C E  Q U A L I T Y  A N D  I M P  

T r i  f B M B f N E D  C I T I Z E N S  C O M M U N I C A T I O N S / E L I  N E  

~ S ~ ~ ?  *; *,1; !$? TEA:.rS:AlT B R r J A O B A N D  V O I C E ,  V I D E O  A N D  D A T A  T R A N S M I S S  

& 3 < A h L Y ,  R E r J i O l k ! k L L Y  A N D  N A T I O N A L L Y .  



M o r  e a n d m o r e , our customers - like everyme zbc kc * k  a ;4 G;.~:if ,-- ,I: 

regularly accessing rhe vast resourc~es of the Ififenlet. C<tiailk 2 ~7r:;kl tkit-;;t:-i ;,:r ,. 

new company we have creared ro invest io 1f;ttsritla nfid g..c~:-. , .I:;:$ GPS?I;YE; &,L; :r;+ 

synergistic w i ~ h  the sysrems and Cwnttni ~idefi fit: OUT I ; ) ~ G ~ Q + >  '3: B %tit: $::- Jc:.:* -: 2, 

than a basic transporter of informarion, Citizens 6:~ptz,rJ TPZ:,; tc :T :itz~$biB >'t:', I:( ,'. >-.- * 

opponuniries to build and supporr rotal cornmunic;ttlotri, s~:.l: : ,::+, MT?G ' t i  ',, :, I-; k::. 

will benefir Ciuzens' customers, shareholders and etnpl<xycca 

T h e  c r e d o  f o r  t h e  n e w  C i r i z e n s  i s  bnsrcf on  a sia&ptl: 

p r i n c i  p 1 s s : Adherence ro n dearly cornmuniciscsd ~ n d  ihix ,l  r.l%ror:< ;&,~;~i~:*d~lfi:, 

measurable objeaives; absolure dedicarion 60 C W Z U ~ ~ I .  S ~ C ~ J ~ : I  : ;c;:: $4, + f ~ l - 5 s v ~  ' b - - r * 7 L  L~~~~F;  ' 

and aurhority for employees; disdain for bureaucra:ic bektv:ilf ';Ic{ ; . z J z ~ ~ ; ~ ~ ~ + z ~ ~  

tied 10 achievement, If we steadfastly adhere to clrzese bastc5, %t..* ::.iB et:-~r'jj' JG,, ; i f ;&! 

beyond o w  imagination. 

R U D Y  J .  G R A F  

Prssiden: and Chef Operat~ng Officer 

March 24,  2000 
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U N l W  STATES SECU-S AND EXCFWNGE Cf:IMMS5J@% 
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O ZawSTTION REPORT PURSUANT T0 SECTION 13 I:!R 1 %+& t,W '$"1:iF gFAt?R$F\%>- 
EXCWJGE ACT 0 F  1934 

(Exact name of registtaut as spdfied in i!a chafrhrP'~ 

Delaware 
(State or other jurisdiction of 

incorporaGsn or orpkat ion)  

3 High Ridge Pstik 
P,O, Box 3801 

Stamford, Connnctiatr CICl- O69QS 
(Addrw, zip code of p h i p a l  cxccumffiW 

Registrant's telephone number, including area code: (203) 614-560tJ 

Secwities fegistered pursuant to Sedon 12(b) of thc Aer: 
Common Stock, par value $.25 per share bign %rk. $t$k %dXsix$% 
Guarantee of Convemble Preferred Securities of Citizens Utilities Trnrr blm k'~aL 'wr%lr- d + ~ & ~ ~ ! g .  
Citizens Convertible Debencures P!!h 
Guarantee of Partnership Preferred Securities of Citizens Utilirics%zQ SF44 

-,m.-,*tb?--*.,%" ,,*-i - a  - - <! 1 

frrdt of each dass) IFiintt~lt 83 axvh,x@%# idn: *&h% t q d + ~ ~ q  

Securities registered pursuant to Section 12(g) of the Act: NONE 

Indicate by check mark whether the registranr (I 1 has filed all reports r~q~t/r%d,trr$$ t&c4 ivy +c%iw* $-t  
or 15(dJ of the Securities Exchange Act of 1934 during the precedin~ 12 months, {os f&r%~~;h %%~~@%qq gq$$%$ 
that the registrant was required to file such reporl;~), and ( 2 )  has been subi~a  fa %tjcb fd,tr~g qa~~~k+%wqk$% f& 
the past 90 days. 

Yes 80 Cj 

Indicate by check mark if disclosure of delinquent: filers puuuanc re fha~ 4Q5 a1 %qguE~tr~~$:jl; 32 ;utiq 

contained herein, and will not be contained, t~ the best oi regisrranr-'~ kn~%~ti;la.r)p, f r ~  rtrlsf~~if~d@ PB~:C*~ :A$ 

information statements incorporated by reference in Part Ill of chis Fwnt lil-K pr ~ p f p  a~ic~g4qr~pf  4-fss 
Form 10-K. 

The aggregate market value of the voting stock held by nonaffitiares af thc nrtr,gi-w,tn~ 6t i'j.i%$blfr.i.~a 2:~,. 
2000 was $3,895,575,671, 

I The number of shares outstanding of the registrant's Cornrnns Scock 33 cri  F&~:JYI.~Y 2'3,  ~ P W W  &$s 

II 262,924,506. 

The Proxy Stzrement for the registrant's 2080 Annual Meeting of Sriickbolsic~~ a2 kt! hsBd,ia t-Biv~ bB. 
2000 is incorporated by reference into Pan In[ of this Form 10-K, 

, --T%~~~~C2-;%~;-~+ZmTs%6-- ?.,'.-w s *- ~ 3 2 ~  w ~ ~ * , & -  
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Port i 

l T E M I . Description of Business 
This annual report on Form 10-K conrains foward-ltri*\itpt~ -%.:$g,rltatr?_;hl$krr ?kg& aZALF w&$~~,T zw+k ?&& 

uncertainties which could cause actual ~esults ta differ ms~atif&!ly fifwn r \ \~~$a ~S@M~YF& +) y 3 ~ 2 E ~ -  
statements. Further discussiafi regarding fonvard-lookink; szfitemgxgt~~~ kxst~~f~$~ -&;e $i%;~;+)e &+e% :c++~ 
cause actual results to differ from such statements* is kt~.irsc;X in far '; '"$%di$r&&~L4&~'ii B;~m~-yq L& 
Analysis of Financial Condition and Results 01 0pc:ralir~trs" in &us rx;pf~.sri. 

(a) General Development of Bushass 
Tlhe "Company" includes Citizens 'Cltilities Company ;knd its %uhsc?isdLa~n P % G C ~  k $ k g ~  ?*?M :~&:3--~5- ,.: 

statement indicates otheiuwise. ?'he Conpar~y yrovida, tbrowgk ;h.\kk~iXka$~s~ W S T E ~ ~ B R ~ : + W I ~ * ~ ~ S  *B~*.Z'W- 

primarily to rural and suburban customers throughaui the Uniteti 5ga~a1* a& <X,W$#K~E*:~. $2&3:. P%I&$W@- 

carrier (CLEC) services to retail business cuaomersl and rn e&har ~;~mntillabt'd~@io.i; G~%Fs~: :F~  %%?-&%& 55% %Zqt;"l;. 

owned subsidiary, Electric Lightwave Inc. (ELI), 

The Company was incorporated in Delaware itli i93$ to ,~efketite the arn,vt% 9fb"+t $ i w k ~ ~ ~ ~ a %  rd 4 DFZ~N&W?, 
public utility corporation, Since then, the Caritpany tala3 R Y ~ ~ ~ P - S S  M ii fg&~f:d rByc?tjttypjkr \ - ~ - ~ + ~ ~ ~ w B ~ - p ~ j - j - s * ~  
and from numerous acquisitions of additional curnfm1rlmii4ciofif1 ia~d getl/l%cr rHtlSn r?WiSd&fi& 

During 1998, the Cornpany annour~ced its inrenr ca fap,$mec ixrs wE~rib~~@~ls~t".~%~~ttc.p~. *r& y~i&g-$, *s&g+ 
operations into two stand-alone publicly craded mrtlpnrric$, Ttrrts *p&l;a(it~@ ~ 4 %  k%k$@-is%-rbWl%~ *,GL%&$~R++ 
of rhe different investment features, perforrnnr~ce sritlrris, ca(ri.r$ $wu%rl&$@a cfi.e;b&i&l & % k ~ w ~ ,  +.%*~+:# 
requirements and regulatory desigrls of cacli b'~~$ i s s s ,  h s w i t  wt~tilcf dR.t#i ~ a i R  b%$t~@&% gh. &*ct'r* -@ i<i#+ 

strategy and compete more effectively in irs resperxive t~aiafkera, f35irf.6~~ IFbk, ~ ~ ~ ~ i , , l i i [ ~ ~ 6 ~ ~ & ~ c  & F L W & ~  

available to acquire telephone access lines that rneiet rhr C:ntnpflax~'li 6@im4_rfSti?%f . ; r $ k h ~  'kri%~& +%@ p++q+, 
market valuations for public utility operarians increea~d~ At,c#.-trr$Eag!y+ t ; ! ~  f:d~,~epa~ae .@a,qt~%~i$~~I '4e 
separation strategy and announceti its intention to acqltlrr releph<~ws@a~* ikfie~%8~87fa#.~i V* g%%+% ;@i@~ 
operations by sale. 

The Company continues to expand through internal invesei't~gnt it, CR .salr:pltd~~& m,rd, f l E;d - ~ ~ ~ $ ~ . i h ~ ~ ~ ~ ~  +i+~ii 

acquisition of addidonal communicarions operations. " i l~c  G*j~tpiipf% 4tew 4Lt~6i&w& d:-c+ipt$2 
Ventures will explore opportunities to build and sujrpurt rxrzrrrrvt %MJ& %c&ea~:e~ ae 
achieve synergies with the systems and content sides of ntlr 5osina$%, 'I& ghtobk k& ig$&qg~+%%s .;tsHq+va 
has assembled a management team skilled in wirellrl:, wir~lm& aatth s d  $I@F~;'CF~O~~ ki7ihw~e:r &$ 
marketing skills. 

Between May and December 1999, the Company anrrc.?~lnced thnt rk ha-4 ~s%f#.s*.qj .&*+FJ :r+~~*qrs%~y~ 4 5  

purchase approximately 911,000 telephone secess line5 far $&IS biltifjn 43%~ &<%k$*&i$~t&% %+& %LW%+#&%*~ 

in section (c)  below), In October 1999, the Company annnu~eed (he sf$ iiEt .iy;:$C~ .I.&& uqs@%$wg 
treatment businesses for $835 million and in February 2,080 anrshau~ierd gkch qak-f~~#,i%~ @~$xsg+i %s8gt++w &iiq 
$535 million. The proceeds from these sales, along with :he plnnn.~d auk sf ikrC6qrls@4g$'~-&~~ @1:&*1- 
will be used to permanently fund telephone access lirjc pi~rck;i$rs, Eritrr%+pq$k $~&F$G$ ikbik;lli%fi$*b $r&+ 
operating performance enable it ta make the inacsrnrctirr art4 crmdac~ -tLti~* v@ra&vo ~ps#wtg~ m *GW 

growing areas and to expand through accluisitians. 

(b) Financial llnforrnation about Industry e e n f s  - 
The Company traditionally measured its segments by rrrvtgr d C t ~ a m ~ ~ ~ ~ a t ~ r , ~ ' i . ~ ~  %-$, $* ?,+har $%+-423t11+, %%tif; 
and Wastewater). The Gas, Electric, Water and W a ~ f r w ' ~ ( ~  6vgm61'1~3 haw i f ~ % r c k z ~ ~ &  s~:&s+ 5s~~ 
longer presented. As the Company becomes scrleiy a rri@c"i;rim;~rrn1cw~it351~1 p f ~ & $ ~ -  -m+~+r~c@%$% ~d 
segments will evolve to be mare represenrative ~f the C:+tntpa~.tv'% kris&s@,ek ,~~%~ir~~e;s 

Note 16 of the Notes to Consolidated Financial S~ocemnts:~ rriirirrdrct bsfg$it%c@ ~WFCP 9iZ+,&%.ii(* rdr *iij?i G~S-+VL'~&* 

about industry segments of the Company ~ Q F  thc hsr ri~rm :irti.sg4t ysza*i 



{sr SgsrstSvc Damipjptron of Business 

- ? ~ % + M $ ; W I G & ~ L O N S  
Tbrc~afft la mbgid~atis, oailectively known as Citizens Communications, the Company provides both 
r%$d!sic$i md campchitbves c~mrnunications services to residential, business and vilholesale customers. 
G&g~z~.ntrnieat$uns scwices consist of Iacal network services: network access services, long distance services, 
Q??ra%y s$v~rni;ing, cearrex, cusrom calling and caller ID services, paging, cellular, Internet access, voice 
mati a ~ d  zfvnknnrr calling and a b l e  television services. The Company provides local network services to 
&%E #t%Itewing iapprwimare number of access lines in the following states: 

Scak - 
New York 
West Virginia 
Arizona 
California 
'Iknnessee 
Tu'evada 
Wisconsin 
Utah 
Id3ho 
Oregon 
Montana 
New Mexico 
Pennsylvania 
Toea! 

Local Network 
Access Lines 

330,500 
152,200 
147,900 
136,500 
101,800 
27,300 
25,700 
22,800 
21,100 
1.4,800 
8,600 
6,200 
1,400 

996,800 

T'hc f'ssmjxwty provides network access services and billing and collections services primarily to AT&T 
Clij.rpt.rr&rioir, MCF WorldCom, Inc. and Sprint Corporation. The Company is also enhancing its network 
r\rbTpq>re rysrcms EU ~ f f c r  local resale capabilities in its local exchange franchise serving areas to emerging 
qI.j:c%A 

'STis C,atr?paxry owns a nut-third interest and is general managing partner of Mohave Cellular, a cellular 
iimrsai parmcr+ship, carrcntly operating twelve cell sites in Arizona. Ey year-end 2000 the partnership 
s.s;pxti te hc ctprrating seven additional sires. 

5f$%sqy 
?%a Cdrsxrpsa.tyZa rrq~.,lditional relephane operations and those of ELI will be operated in close conjunction with 
r4eh tither tcr krcant a roral c~mmu~ications provider of voice, data, text and image services to enable our 
i,u~t~%tla*ri~c.s to have 24-hour access co the world, with the Company having the ability to satisfy all of its, 
~tzwnrncrT,a cc~rrrrnmlicarions needs, The Company is increasing service levels, product availability and. 
dddirrfi C415BllFleTS through customer growth, acquisitions and the planned expanded use of ELI'S national 
bst~;usdiland i ~ e r ~ o r k  (see ELJ discussion). To better serve our expanding customer base, the Company is 
iB$$sfclrnA fi~ rrcgionnl operational structure. This will put management and operating resources closer to 
:fie ,'ukt(~tt'ler and sttlidify commitments to communities served. 

1, . ; ig~f  Ekeh~rig~ Catr~pctition 
'Gig " i i l c e ~ ~ ~ t i ~ ~ ~ j a i c n ~ i a n s  Act of 1996 (the 1996 Act), which became law in February 1996, is dramatically 
;i;K;nngi~g tlqa cr--lecnmrnunications marketplace, including the rural areas served by the Company. The 



Federal Communications Commission (FCC) and maap crate r%;y*%~l~ftzry is$e$&&. % e ~  d+%w$+?ij&g ffl*~z&$?~ 
rule-making proceedings to implement the Act, l4cw 8nJ pnrpas~l F~tr;" and stst: r++4%& &aF s+jp+f*+x4r +,u;d 
will continue to impact, the Company's opcrariens. 

The primary thrust of the 1996 Act was ro open local ni~t2mail~wid,tiftikta4 i-ifk~koprr IF% e . ~ q ~ $ @ % f ~ + j  $&+ 

**~w3,~-~3:~4>@;**& preservir~g universal teiecommunications service, The 1996 Ace ark4 3rib3%iq~~* &CY ' , .., 
*- b decisions established the relationships between hcunbti~wr; L.mqX Exc:$a~ge f<&$zkt+ Lf$&t.!.,:, pc&&<+W $&fi 

, * Company and Competitive Local Exchange Carriers (Cl. t;t:r;), YU& c the ~ ~ ~ . Z ~ ~ $ ~ F L ~ ' P  %~XL+~&G~~S~ %$S$Z #@ 
rhe mechanisms for campetfdve market entry* TI~lwvrgk sma$)dd sataics% k%$ g k * w ~ r k + ~  d&+ wda 
predominantly rural markers, did receive a qua'rificb ex~xriptinrr i r s $ ~ ~  aiEw t&.rt. ~+cR+~T:& h h . e b $ ~ e ~ ~ k + * g ~ #  
imposed upon ail ILECs for interconnection arrangamcnca, thr! GC)rn$lr,%~l$$~ d61 awr STPYQ,-*C ~FB;~@PS~~-%:Q. **?ig~- 
interconnection or local exchange competition in generat, ?"n ccxrragsitipax3 w & ~ h  8% &*;?we? 4 6  t441 +-wF$ 

telephone company exemption, continues urltil a burxn fidc requa31 ~CIIP \fitcfirrfi-wt~a~t it., d s > i ~ ~ . *  ~ 6 2 8 s a  I _ + 
CLEC, and a st'ate regulatory commission with iuribdiirthr"r tf;letcir~~t!igo tltae 4dt~::@t~~ii6:ih'tu,~~ & F+F 

exemption is warranted. The state commissi~n musr dcrcrntirru! tht ;di%~g>1ipi,g~iff2g fkq g~~i+2bp3*44 TE:?~ ,%hi* 

adversely impact the availability of un,iversal service in the :~t;lr-r: nmr ttq%xke anr~t'tif'ig e ~ & ~ & ~  ~ ~ t & ~ & s ~  -r7% 

the Company, and that rhe requested inrercorznecrion- i s  t~d~~t ical iy  Sg:.~%r%&?, 

Under the 1996 Act and subsequent FCC rules, ;z CI9@ c%n g n r k p t ~  Q96r$ @ ~ g  r,4- %p~;+ A K ~ ~ ~ Y ~ L ~ z ~ ?  

mechanisms. The first is by construction of its own 10~5% C % L ~ ' J ; T ) ~ ~  fa~ili~w~ ~ f i  %&&% 8i4d t$e1&$,$5..% W$+L 
# - obligation is incerconnection for purposes of traffic inarihaxkm, 7 % ~  M ~ ~ P &  &!lrrfe+ 8'3$i? % B,Y >+=%:Jc+ 

'i 
nnbundled network elements (LJPEss) at cost from the ILE4,'sutd ssaetairk th_f$tx ~ ~ S $ # : V $ # % ; ~ ~ J F ~ Y : ~ K B $ ~ $  w a ~ k i ,  
an&or supplement the facilities it aircad owas. Thc third i h  'Cry r~fiafer~f fkpf&B1;1$ p;?"'*+&, * p # ~ x ~ ; ~ e  +:&*IF$ 
at wholesale rates from the ILEC. Since passage of tk 1 9% , r h~~ ,  C$&&e$ta k * ) ~  a@&@eri$ I~LP+ F39 B F & ~ $ ~ ~  ~rfi+i. 

Entercoiu~ection. Over 50 individual comperiror,s are rlpt~ti7.tttig i f i   he K~g#fx5tk3+j:9 ~ w ~ ~ w i y  f%g++ 
competitors are mainly serving internet service providerz, a r ~ d  it f ~ w  ldrp $g+i.tw#++ .;E,~I~Y.F~;~B~R$ ?k?*izi 
competitors have taken advantage of the ILEC's requirement, rra r h ~  Ck,f{dl ~ ~ c c I ~ ~ B ~ M B  c ~ ~ ~ r i i g ~ $ ~ d ~ ~ ~ ~ @  &4 
traffic delivered to the CLEC. The explosion af chr irlrrrnec h a  pyrit~i6ri $$%f;+ w&& 35 ~ & F ~ ~ ~ ~ ~ + *  
mechanism to build traffic and reciprocal campsasatirsn a.i;Pcrrrta* "i"~ G$t&p&ty% ?a#$4 W~&F$+Y* &B:P~? 

limited the impacr of reciprocal compensation, but  addidr~twi rlrr~$e iavrcr #gj%ft#4tas $29MT $ t+ig.. gsfM+L$ 
into second and third tier markets. In 1992, rhe Chrnparly p31d ikj%p410%i~t~iy $%-iiGi?:@X ~61. J&]W~S$# 
compensation. However, the Company has &gl.rttd ad4itiiznd rgetprl;~at I ~ P ~ ~ ~ % s ~ & ~  m&b&& 

several pending that will increase reciprocal campensarion i n  %>QO, !@lija g~~A$@'ri"i:y. ~i$~ik~i*%&(kr:&c t.nh $ 

rscipracal compensation payor, ELI i s  a reciprocal eanlpensn~ tqrn f r f ~ ~ i ~ g t  T%B Clf!t5fprtfi@ a q i s ? ~ i % k  :1'%&$is: 

of reciprocal compensation in the future to bc sninewhat rriirrgititrd hy f t is~~r  rfi%z@kr:srikis'r~~~h- ,-.i,f#* w % i . $ ~  

I spread-of ~ i ~ i t a l  Subscriber Line (DSL) and other neswcrrk rcrvletre r5w3s a f i t * ~ a " e ; ~ $ e r ~ ~ r ~ ~ z ~ c *  r~qq&cs r '<G?!P*@ 

link to the internet at a lower cost. Thesc types of nnn-swirclt a r r a ~ t  R%P&?@~ $a;k. 2wi?e@&@+6 4% 

reciprocal compensation, 

After being overturned by the United States Court of Appcsts far PE.?C E~ghqQ S',*%CU~$, ik 45 L p&~+ 
providing guidance to the states on the minimum required ti'SE$ mid ski@ i?flG6R$ i ~ 6 i d 1 . g - p f ~ d t ~ $ ~ ~ ~ - r ~ ~ ~ , r ~ ~ & + ~ ~ ~  
were reinstated by the United States Supreme; Cotirr [the C;;oyftt 5n 19% "QfS 4 k . ! ~ ~ ~ f i  =&4.~+ai& $ii* 
remanded to the FCC for further consideratian the articrtistrsra of rksr ryiintrnqttx rqqy4~4 Rp?It%~ qy 

, r 

1999, the FCC issued its order on the remand, Thar ordm dq$ig\arcd afi";~c,+g 3% b&Fei %trgc-&i: ~;5rx~q[;~$&~! 
UNEs as a minimum requirement and promulgared srverra! new c~txo++ X8f ~ 2 %  as%& &&@i&+$ -"i%idiaIY -%a 

one rhar could have the greatest impact upon &e Company 111 knowin 54 iim tiab~p&& i . e ~ ~ c ~ ~ ; i ~ s %  06qgLb%*k 

the Company to make the necessary arrangemenrs to a l tc~w i.anmyr9;:txiv~ Df-ri'rS, prr~~idggk $+,I aT+*.i;w-:ii+$ .&+% 

portion of each of the Company's local din1 mne Icqt:r, 'iYhixi t$$& ~ I ~ T R ~ I T V  &&f j%?fwy~~lB'. i i~& , i c + ~ & ~  + p ~ & k  

DSL service to Company's customers without having 10 provrdc K@iG@ g~,t{k W&%MU 

Universal Service Reform 
Under the 1996 Act, tile FCC was charged with ehe rrf rf;~l 'r+ic~rzt . i~% t ; k ~  h7+~PP.~>:,;,"a G $ Y - ; Y ~ ~ ~ ~  k,*&:kpz5 
mechanisms into an explicit arrangement, which wou13 kw t ~ t l ded  ift ,t f~tJg~&!:&,bi~~2%~~~~ ia~.3"iip~ %p 4% 

,;+ % %* telecornmunications providers. Hisrorically, ILEC rates {or ~?rill-b$ifi Y C F % ~ C F % , % ~ ~ ~ + &  %?&; v+ : b.- i;<iC+@ 



:&FY f c k ~  !*$*f6 I ; B ~ ~ C C S ,  prec lo~n ina~ t l~  local residentla1 services. However, regularory and legislative 
~^1~:9dz~i''~ ctr~%tstiir$ wteh ccirnpct~trve pressures dictate that prices for all telecommunications services 
@&~K+AI~ r t ; r m  ,~ltg:jrJ with rhcir cost. In October 1999, the FCC established a new universal service 
&7i;%~in*3ti- h r  trvxl.rusal carriers. As n rural carries, the Company is not subject to  the new mechanism, and 
~ei%$ b;Z\WA~nti': a i r  rcci"fvc ~~r~ivsrsa l  scrvice funds under the current embedded cost based universal service 

, ,..,* 3 

?sei51- $21 Z;$Tfli3 fbr f i i , ,~,  is cxpcaed to begin reviewing alternatives for a new universal service program for 
;ncd zaeti;, 

&s~e Cdjj &firm$ 
$%ire cap :rg?~,ri&aitc i.; a iornz of race regulation in which the interstate rates of affected ILECs are subject to  
i&%qxjl~:tst;'~s th,xr are jleriadrcally adjusted according to a mechanism contained in the FCC's rules, The 
f ~ s ~ . , k ~ n ~ v r f i  ariql:%t6 r a m  enth year by the inflation rate less a productivity factor known as the X-factor. The 

is%%$ i c t  1ki7 X-i;tct~r a t  6.5% effective on July 1, 1996 by the Price Cap Reform Order issued in 
li.l,s) lW72 It~tce cdp c ~ r i ~ i ~ r ~  are n lh~ red  co retain all earnings generated by operaung at or below the 
+:*J$$<$ rnsc, lift i k l b  ntaaner, affected ILECs are rewarded for achieving operating efficiencies. The 
i m$?rw~k~ ?%a$ gFr~r.d to be subject to price cap regulation. 

Ir? $ I Q J b  rhc c ~ ~ u t r ,  in a tiecision that will take effect an April 1,2000, vacated the FCC's May 1997 Price 
r;tp ZQ1.l'tarrn Z'rrdrr. The Cowrr fnund that the FCC had not properly supported their calculation of the 6.5% 
P t ; - : ~ g t a r ~  and ~IZCIY rcrrr;lndcd rh~e calculation of the X-factor to the FCC for further consideration and 
s/l:rrsgisitrtart. '17tr FCC IS surrcntly reviewing this matter and is expected to issue an order before April 1, 
$ 3 4  1 5 rcviscd );-factor, The rewrsed facror should become effective on July 1, 2000. It is 
prsartrtr, i.lii\t it32iti;~)iy that, the new factor will be reil-oactively applied to July 1, 1996. 

fii;st:xn,til R d I  C, lfrerariq Company Lotlg Distance Etltry 
' 3  tscde: ibe  !?li!lri Act llhr Regional Bell Qperating Companies (RBOCs) were precluded from competing in 
IWM fen8 d ~ i i ~ ~ i l ~ c  markeu unril they satisfied the state regulatory authority with jurisdiction and the FCC 
&*t- rlirrr nzarlr~~?rs l~,ld been suff~ciently opened to local exchange competition. In October 1999, rhe New 
3rirk triaktrt: Srtrrii::~ Cr;.,rnmifisiu~ (NYPSC) determined that Bell Atlantic's markets in the state were 
*t:nf!c<rea$Piy ctpcm rn inrai esclzangc competition, and recommended to the FCC that Bell Atlantic be granted 
,apptdsl-at :*liter GI! long distance rnarkers in the state. In December 1999, rhe FCC concurred and ailowed 
Wvl! A t f ~ r : ~ b  ro kwt;lu crffering all long distance services to its customers in New York. Since the Company 
c;urvt*:zrlly r?ff;.r.b hn l ;  distance scrvice in New York, it is possible that the entry of Bell Atlantic into rhis 
t~;rrfi,,rr cr+xi2rltf irrrpacr the Company's operations. The FCC and other stares may take similar actions for 
t q h ~  13Ri:;fC-4 ai~b states during 3000. 

tT*>~xfn"fition 
$s dcslcu+~urd rnlrre fully tnz Regulatory Environment, in each of the Company's markets, there is the potential 
for it~tY~~rSlti{l~il from sclvcral saurces including, bur not limited to, other lLECs for local network services; 
i;'U'a' b &C er$~a~)ced dara and Internet services; Long distance providers including AT&T Corpora~ion, 
31% 3 ~X7t3f'!iiC:c)m ;tnd Spnr~c Corporation, as well as, other communications businesses who provide an 
srw;av r t f  c~f:r:.r ccsrrirn~n~cariuns services including cable television companies (CATVs), electric utilities, 
; i ~ ~ ~ * r ~ r i ~ t ~ f i ~ m l  rarricrk, jatetlit~ carriers, teleports, microwave carriers, wireless telephone system operators 
. 4 ~ 4 ~ #  ~jrriv~tc W ~ W C I I T ~ S  lruitr by large end users. Although the potential for competition exists in many forms, 
ijic r'ntni3ni1y ts rhc ilar~trnal~r 11,EC in all of irs service territories, and believes itself to be well positioned to 

f., f <: &!( ; ' j ,-T&AVE 

Et T i f  n f.m]rtles-L-niccf lnrcgaced cornmunjcations provider providing a broad range of communications 
sefri~tcz. ti"l bti";lie~st~i. ELI pro~ljdes tile full range of products and services, including switched local and long 
qigq~:ri$: LT.IILC ~ C ~ V I C C S ,  enhanced data communications services and dedicated point-to-point services, in the 
zt-.ra.trfiT l'~itlt-J Stsrrs. ELI markets in the western United States to retail business customers, who are 
pirri;srgl; ~~rm~munlc.ar~nt~~-~arensjve organrzations, and nationally to  wholesale customers, who are 
< r 2 S p ~ ~ q i : f i ~ ~ t ~ t ~ X t 4 i  caI1rIers rhernsclves. 



ELI currently provides &e full range of i ~ s  sewiret trr E W ~ I Y  nl,it+ha L&$Q >;ttk @yn, iii%?;c:~+Ji-' --E -**j 

including 

Boise, Idaho Pk~oc~r Y++ Att i+~v~+ 
Portland, Oregon S ~ G T ~ X ~ I ~ R ; I ~ ~ Y ,  %:A F ~ ~ S L R L Z  
Salt L,ake Ciry, Utah k n e t  k, %:&F?~IIw. 
Spokane, Washingtori 

The major cities include an extensive network of- aypr~t~zn1~4tdy u*4 $7t:iz% :ssl.:i &it  ?t;i.;yr :&c, 
1- installed to create a series of Sylchronou3 Qprical rdcrwtlt k iSQ;"i;E$; ra;$~~ +vt?&% 4w~+x;& s ?kg&*+ iijj~y;Glb 

of stability and dependability Switched service, inr?udmg iric*~:;rl di,tL antne, 8% gwn%&d $8 (i+ % %?.i:~tf Gi*%k: 
500 switches in the primary major cities. EL1 also txzts trnr:i;rntssiat;r c " r \ ~ t s r ~ t ~ ~ ~ ~ ~  &st!%& eci& 7isF~&:ii PAG~~CW q47 

the EEC at 55 locations. 

ELI has broadband data points sf presence in its mrrjor cine's xs svefe ‘tic nf tw  ?~~.r~i+iati- ,iw. 4. i j l z ~  

United States, including: 

Arlanta, Georgia A13%4t7, rk%k&i 
Chicago, Illinois t4fsvdn n4, I3ha.c 
Dallas, Texas l'>rnlit.& G~ki r r,%~f; .i 

Houston, Texas f nr; 'i."%tl;, Bi4gxidrt,k 
Los Angeles, California !Jew Yctrk,, 1Gew TraB 
Philadelphia, Pennsylvania S,trr Z3tqpt  C : * e l k t ~ r i p ~ &  

San Francisco, California %:,rx'flingrizr.c, D'B,C;" 

ELI has developed an Internet backbone network wirh 42 rosxtrr.s, prsrcrclr%igE&:zr~wf + ? . ~ ~ P - L R ~  t + t t , ' ~  -5. +us~,k+ 
its markets, including presence at all major newark a c ~ ~ i i ~  ~ ( I I J I H ~  d t t ~ h  i i ~ + t e ~  $2.4 '$w@aF'ylii. - ~ ~ * l i ~ i ~ j ~ ~ k ~ ~ ~ ~ ~  

with other Internet backbone service pravidarr. it peerrns ,rrra;m&%txtqrrY $++ 8 6 f a ~ 9 ~ t g  .ehBa% $e$4~c%i. 
backbone service providers agree to ailow each other ~ C r ~ ? : i r  acihra$ r;c B;ttqbwt i-5!t~~+ &-g~&&*-& $ 2 ~  i.$k$+s 

ner~orks .  In addition, ELI'S broadband rrexwrrrk cc-1.nstw {.!i $2 tr;x!r$x i q t ~ p  $wr+&ivm $t  ?$4?bt&:$w~kk~d3$~ 

Transfer Mode (ATM) switches and 77 ne t~~a; rk- to- , t rc r~v~~~k t ~ t $ i f 4 ! ~ ~ e r  Xwlrk++li3$i k ~ t 3  S+ZF*$+$$+MR$~, 

coverage is provided through strategic reladonahips ~i - l th  rhrlzcr cnxXrrm.tPrr~~d$~~7ea~ F+;~'E.~,&A 

ELI owns or leases broadband long-haul fiber optic nenvorh, r ,eanntcgic~~i~! ,r t~~~~t  et,; F F Z ~ Q ~ Z L ~ ~ ~ I A C T  P 8~ gw; 

and its straregic markets across the nation. By carrying zx.lFiic oft EFb.fab 6?~ws &k$%h%ii**+ $$) r  i$ +,i7'& + 
maximize the utilization of its network facilities and minlnurr: rxsrwmk m&e.re I&$Y ' ;L~~Y?- '~?P~ f@@F4P$%f~frw.A 

costs. As of December 31, 1999, ELI operated long.fisul nctrvcirks with, 3 r r l t ~ t  ~ ~ ~ i ~ @ a r k . & , ~ & f  :,$? $3 i a*$*$++ - 5 

includir~g roures between Phoenix and Las Vegns; Portland &nil Scatda: tikxrrdse& fin& 3g'ni-~h$ix~~ FFP~M~I 
Eugene; Portland and Boise and Boise and Salt Lake Ciry. (" rur in~ 192Sli, EL 1 Pq2st1 i , ~ ~ ~ ~ @ k ' $ ~ i t : % d ~ ~ ~  >?:- 8 7~~ 

believes will be the largest ringed SONET in the watero [ i t&J 5 m t e ~  'I$$ ,%Bpci?ii:lg$ts~li& ;,;ilcv+6:n?- 

self-healing ring is expected to be completed in 2000 and itlilt crrnfircb %tirrfa?t& $*ie~"jtlk+@:s.i %i&f~gs ++, ;r i ,~~. 

Los Angeles, Las Vegas, Salt Lake City and Qaiso and will ~nclitrdr Ljruti. TFsrv~ tmtzwis %$k14!4.~91$6$& 

(DWDM) equipment. DWDM is a technique for aansn~irrt~tg 16 sf motg difixroa~ ?&,pi$ T ~ ~ P X L ~  df$%i6/i$d9$Mk 

on a single fiber to increase transmission capsciry. 

In the development of ELI'S long-haul faciiiries, ELJ h.16, Ecrrrrtari i i~rse~cqi~ ryid;ii.tii;sattg~~ $ * r i b i n  *3{qG-rg: 
?! 

companies that enable ELI to (i)  utilize existing rights-~f-w~ly and fiber tipi; fd;i;aka*sr, :.if i r ~ * 6 ~ 2 4  &"+,& 

construction expertise and local permitting experience and [ i i ~ i  r~ilntmste &tpr~&i ~ r q ~ , ~ p ~ r j _ ' d ~ ! ~  :iq $4 $?< $i& 
, " 

ELI to extend its nenvork infrastructure more quickly att;;i r q c o n o t ~ ~ ~ g ,  b zfdtjcs..ira @-s -.du I F T ~  %.A&$ 
agreements, another agreement provides for a fiber optic nrr*,vork r ~ x  rfjs d'hsts.~~%, .$~+k~lj;:l& 

area. 



ELl efitetrrf tnrcr n iifter-swap agreement during 1999 which exchanges unused fiber on its network for 
~ H N Z H ! ~  iilb~7 an another carrier's network. This exchange will provide ELI with a fiber route from Salt Lake 
g,&$.r. f43 58cfiue; and snnrinuing on to Dallas, ELI anticipates incorporzting the other carrier's fiber i ~ t o  its 
&k%w:ixrk d#rk?g 2m0. 

P!5 %Yest ibrrrmi;~rrr:auuns, Inc. (US West) accounted for approximately 19% of ELI'S revenue in 1999. The 
$t.o.znm koin US "\Vest consisted primarily of reciprocal compensation relating to the transport and 
t.~rjladrkarit+n af ti;zffic hnveen US West's network and ELI'S network and an 18 month take-or-pay 
$gr3%&12$it3 

T h e  St~5lou.ing rahlc represents certain operating information relating to ELI: 

1999 1998 1997 --- 
Route rt~iles' 4,052 3,091 2,494 
Fiber milus* 214,864 181,368 140,811 
Xluildings connected 824 766 610 
ACCPSS line equivalents 161,555 71,924 34,328 
S w i s b ~ ~  ivnd routers installed: 

Vcticc 8 7 _F 

Fcgmc Relay 32 2.3 20 
I~lrcrncr 42 24 17 
ATM 23 14 6 

C~usromrrs 2,371 1,644 1,165 
" 81.ilttu- rfciltt an4 fibel milcs also tnclude those ra which ELI bas exclusive use pursuant to license and lease arrangements. 

$ & $ 7 7 ~ ~ $ $  

Wh~ie ELI  espwts additional network growrh in 2000, especially with the conlpletion of its long-haul 
fo ia t~ i~  :kc prttnarjt' f ~ ~ u s  in the next year is targeted at  increasing the use of its installed asset base. ELI 
rugwcas i~ subsrantiid partion of its growth to come from increased penetration of existing on-net buildings, 
4 f~xb-lib nu s,&s t~ rsuargmert; that are connected to the network and an increase in market share in ELI'S 
.wt:rt f3iSSB1. c i t t ~ s  ;md surrounding areas. ELI anticipates a higher volume of sales to other carriers with the 
iowtixiirrru~~ rai its lc.~ng.harrl routes. 

Wqufatory ?ir\sriranment 
A,s ,a caminan carrier, ELI is subject to federal, state and local regulation. The FCC exercises jurisdiction 
ewer nll interstate cnmmunications services. State commissions retain jurisdiction over all intrastate 
csrrri~unie~ricrns services. Local governments may require ELI to obtain licenses or franchises regulating the 
use af public righrs-of-way necessary to install and operate its networks. 

'e"v"!r~trrctnrrrrit~ti~trzs Act of 1996 
!$%z thr passage of the Telecommunications Act of 1996, the increase in customer demand for enhanced 
bm:gr!b;znd d a a  srrviccs and the development of competitive public data and voice networks, ELI has 
a~bsran~i i~ f ly  cxp+~irde$ the breadth of irs product offering and its geographic reach in the last five years. 
TF5rl5 includes cxpa~lding thc number of local fiber networks from two to seven cities in the west and 
%le~r;lopmtnr of dlr Jsta and Internet network across the U.S. (See additional inforrnarion relared to 
'F~~rcc~n~~nr,untca~ion~ Act af 1996 in Communications section above). 

Et;f {,,as 1~nrrr1~5 fi~itsc~nrlecxion agreements in the states in which it operates. These agreements govern 
~~cjfirc@;*t conpewatinn relating to the transport and termination of traffic between the: ILEC's and ELI'S 
wwrrri:r+ Os February 25,1999, the FCC issued a Declaratory Ruling and Notice of Proposed Rulemaking 
t k t  i-atrgsrtxrd C ~ H S  terminated to Internet Service Providers (ISPs) as "largely" interstate in nature, which 
~ t s t i i d  bavc thr rifecr c/f precluding rhese calls from reciprocal compensation charges. However, the ruling 
5natrtJ rhzr 11-EC5 are hound by che existing interconnection agreements and the state decisions that have 



defined then2. The FCC gave the states authority to tnnxprrt cxrstr~g ~~l,nesloa;-t~~&:~j+: J~:TE+B~&@~ ' G $ ~ % J ~  ?& 
FCC order, Oregon, Washington, Califmia and hrizrrn;t tt;~vc rul& f k , ~  ir'!,clb e2i:z~a~i& ~ $ 5 ~  $+@+ ~fii~-$~*& Ze 
included in the calcularion ta determine reciprocal conlt.ct:~~trarr' 

Stare Regulutiorz 
Most state public utilities commissions req~tire conmuhicsltr$ns y r u e d e ~ ,  5r;tih ,xS $77 K?ci &bG4rn G+wF$&$ 
authority prior to initiating intrastate senriccs, Mosr stares atfro fr'r~,~kxite cB~! tit&.% .crt $-vfi%$+ 3-trs ;+F%B +:++J% 

and/or customer-specific contracts. In tfne stares in which t3U ruh~atfr  q:iifmraf~:s, f Ee l iit q*'e +$@~ci~ dg 

rate-of-retur~ or price regulation. EIJ is snbjecr, hwve~ex, tirr $tat*spesaHc rgas~l;ty rig P - I P ~ ~ H ! ~ ,  * t * b ~ & < c ~ @ i  

service, periodic reporting and other regulatory rcquirrrneirri., alzbm~gh ehir )~UFJ(:% 3:s TS&.F~ jC2j16+ Z ~ G W A  8 
generally less than that applicable ta ILECs, 

ILEC Competition 
ELJ, faces significant competition from the ILECs in ench TIC' I P ~  iildili:ie~ - bym$  m3$fk2@r~ rV:e 3L2j.: nv, '%~~i$& 
dominate the locali exchange market and are a $F fact* mtrnr~poly p>~w~cli"s 01/ kici&t * t % ~ a t i ~ & ~ $  ~ r i s * ~  qor+sp,  

Primary ILEC competitors are US West, PacBeil and CYFE Ci;~fp~ $C;-f!E:,,. fl&?:~ ha*+ L34vf4 5 ~ , % + % f . ~ r '  W 
relationships with their customers and have financial ar1t.i ~ecklai;a{ z C e ~ ~ , , g C ~ ~  qt<&itc,%~,,ti!ji q j s ~ ~ ~ $ i .  i&k.., 
those available to ELI. 

CLEC Ccr?rpstieiwn 
, > Faciliq-based operations! CLEC competitors in ELt's n,btrkers i~~b:11rsic, atBc~rIg ratrefs $7&t iP ~ ~ k $  

Services, GSTTelecommurnications, MCI WorldCorn, inc. a n d  ht&XT!,J2%K 4~~~i$.r:~k11hw'li%,xd6r~r~~~ @kr& kfilk, 
markets in which ELI operates, at least one whet C S C ,  iirtd ri.r $b;lrMC c$:!$f %ee~*~bkesh~$ &i!-kd, q ;-'~$b't. 

of the same local communicatians services, genr~aljy s~z l t i i~ t ;  prxkap. 

Competition From Others 
Potential and ~c tua l  new market entrants in rbc local eurrtr.t.rt~rziciarit',j~~'li %.lsd1k7$t2ib ~P 'v~w,% IF&+& 2bi%$~8*& 
entering new geographic markets, b t e r  Exchange Carrim il2ii3jX C',sifY+, efi%!,~p~ asaditg;i ik$*#gs~:~&s~%~k 
carriers, satellite carriers, telep~rts, microwave carriers, sv:rer\ttrs telt?p$hnk1e qmrrr j k g @ 8 ~ + * ~ ~ 4  A ? ,  @!Fb+?iIl 

networks built by large end users. In addition, the current ng~?ftcl af bt~lciri~~% c ; + x + f t % ~ $  #.d$ 5&f&m~~~ 652 

the communications industry, including mergers bemeet\ EZR(,?C2, miry F ~ T C X C ~ ~ Y . ~  b : b i % ~ t p ~ g ~ ~ c ~ ~  .&)F %$,3 W"F$ 
the passage of the 1996 Act and the entry of REOCs into rhc long drcitn~cc nr~ktk~~, F%&F it%<d Tc i@Y'c@Pi,k~~j 
to consrruct their own local facilities or otherwise acquirr rF~c fight f i r  Z ~ W  h-olat P&2qg$e3 -~g$+$*-cf F%& SM 

Iocal services of ELI'S competitors, 

Network Services 
Competition for network services is based on price, qaaltrg; ~~e~~+\i.rrrk r~ltaktlrt?-~ sr~~acttgr; ~ i f ' i . , i . l + ~ i i , ~ ~ ~ ~ i ~ ' i i  

features and responsiveness to the customer's needs, ELI'$ fihrr optic ricrwcrfX<~% p ~ ~ r u ~ ~ k ~ ~ # ~ , : i r , l , ? ~ ~ ~ ~ ~ F  *h:*:s% 

routing and redundant electronics, which affords ELI e cumperitirc acfi.anu@e* 

High-Speed Data Service 
Competitors for high-speed data services include major IXCI., arher CLE(Y& &fiiiY s&rr r~@r pfi;ea&~~ ;.tk~%+@a 

services (e.g,, Internet access providers, router inanagemcnr onviees rtttcl qriserqi~ i$fif$ji%t;ii'f; 4% 
interconnectivity of ELl's markets may create additional cclnrperirjve artrdnasgfs t s t d ~  ii@gg d&+ 5 szs~&a  

providers that must obtain local access from the ILEC ar ;inother CI,EC: in adsk i"t~~s7$81 v ~ '  $@'k'- i , v t ~ ~ f i  

obtain intercity transport rates on terms as favorable as tho\@ avai!;sblr tct El t. 

Internet Services 
The market for Internet access and related services in tilt- IlniroJ %tatgs 15 g,zrxg~r+&% 4 , ~ q ~ 3 ~ + ~ 4 ~ -  " r g r ~ f i  

barriers to entry related to capital Gasts, bandwidth cap;rr;irj 3,nd Srrrrrml g~fr~5ri~s:igtqg 4 3 r ~  di$i+@it*.19?,g 

processes. Competition is expected to intensify as exristing ~ f r t ~ h . s s  ilnd rters~t.rc& ~ P . Y ~ c * J ~ w ~ : E .  Bq;7-ii. ;we @++,as+? 

compete for customers, In addition, new enhanced Inreraet i!::rrtce!, sudi 4s ~ X . Z R J ~ S $  q~i=?,d,.;'k kqyr?u.+ .o~~- ,$  *&:B 



& i i t ~ a g  xrs ccrrrstsll~tty under development in the market, and additional innovation in this market is 
rspe~,ted bp 3 mtlge of compotieors. ELI'S current and future competitors include communjcations 
C $ F ~ ~ ~ * H " J +  iittirludir,g rhe BBOCs, KCs, CLECs and CAWS, and other Internet access providers. 

&z fy , : ?$ i4 '~~ ; . f ~5  3pJG i M \ , f E S T M E N T ' j  

3r J;a,rr,rury f 9P9, (.;:;utrrmnial Cellular Corp. was merged into a corporation created by Welsh, Carson, 
i%nxktxrjw k Sraw..;c, Thc C~nlpan). received approximately $205,600,000 in cash for all its Common Stock 
rr$:qrmrs. J ~ A  kt~~pmstm;irelp 517,500,000 related to accrued dividends on the preferred stock. 

5 % ~  Mar 2', St'ptcs~b~r 21 and December 16, 1999, the Company announced thar it had entered into 
r#zfrh%41'~ dg$:'etn~~tlt~ 5~5th i;TE ter purchase approximately 366,000 (as of December 31,1999) access lines 
f&.oueb la itrraana, CAlifarni-a, JIlinois, Minnesota and Nebraska. The aggregate purchase price is expected 
ss l̂ ru: 6tjtprv)iin%;ir~iy $1~171,000r000 in cash. The Company expects that these acquisitions, which are 
i#;2ticc".cn v~~iatrs stat* and federal regulatory approvals, will occur on a state-by-state basis and will, begin 
dtxwn$ LE ~tt?rc third qttartcr 2000, 

Ow ,lime its, i999, the Company announced that it had entered into definitive agr 
~ribv%dm$ h r  tltck purthdsr: of approximately 545,000 (as of December 31, 1999) 
% w a r d  in A.rir~na, Colorado, lelaho, Iowa, Minnesota, Montana, Nebraska, North Dak 
~ Y Z  nppntxiwi~rdy Srt ,65Q,QOO,OQO in cash. The Company expects that these acquisitio 
rs ~;ario;ltt+ .+we and, ftdaraf regulatnry approvals, will occur on a state-by-state basi 
itr &;hr tittwit quarter 7000. 

'In i3ccu'thri. 1999, Cmmy Communications Corporation (Century) was m 
r'c~anmx:nri;s\ion Cnrpnrarinn (Adelphia), The Company received approximarel 
g~~xir:eeds, rr1elt,drrtg5 approximarely $39,000,000 in cash and $174,000,000 in shares 
gdai.rzerraen 5tc~ek. for tkc Crr~npanyt interest in Century and for the Company's int 
'igat5ia';i' sislr G~nrury,  

.> 4 q % @ ; 
PrJw h&tklrrl; unr a significant consideration in the Company's businesses and the C 
ir'~,arrai.nrrx ~i;u2~~;anrrac~s which may be subject to renegotiation of profits or termination 
4hz tt~dwal k;t~wvimcnt. The Company holds franchises from local governmen 
5 jrrwfi~ dar~trc:n. Tbc. Company also holds Certificares granted by various state 
sg~le.;attr u ~ i  3~cirf)liit'~ duration. The Company has no special working capital practices, 

la.q+g&uckr ~ n d  Jrrlclrrpmcnt activities are not material. The Company holds no pate 
%at , ~ ~ ~ ~ G ~ S ~ ~ L , ~ R X  IJI:IC are marcrinl. 

$'?IT C . h r n p ~ i ~ j :  ! ~ r d  apprclsilnately 6,700 employees, of which 4,900 were associated 
-irf+r;l.oi.l;r~l,~ a ~ i i  1,8110 were ~ssocjated with discontinued operations, at December 31, 1 

14% Finaarial Ir~forrplrttiun ahout Foreign and Domestic Operations and Export Sal 
34% 5995, rllc: Cunipnny made an initial investment in and entered into definitive agree 
'Ye$ej~kzar%l: grrd Cable Carp. (I-ITCC), The invesclnent in HTCC had declined in value 
& k h % f l k  r$tiri~ter of 19% management deterncned thar rhe decline was other than tempor 
e"nr?~ip;bl~~ rc~r4gnlr:ld $2 foss of S31,900,000 in theHTCC investment in Other iacom 
d ~ t t t i ~ r a f +  (ri ~tisninr and comprshensive income. 

$&+%iia* 2 Lfotr. tri ~f~nutch-trun wirb I-ITCC's debt restr~~cturing, the Company cancelle 
latr~ &' :\F + h ~  i: ( L F ~ ~ S J I ~  3 r d  r7 scvrn-year consulting services agreement in exchange for 
%lt$r :t so 3 1 1 ~  f , ~ m p ~ n y  nt I,3OU,000 shares of MTCC Common Stock and 30,000 sh 
gi~:juyr~&1~ j3~~$1-rrr;ii irncji, Each share of MTCC convertible preferred stock has a 
$sL,J ;p +S-IISVEF~T thic +it &t option of the Company into 10 shares of HrCC Common 
~,.bi?i'r,ati*G !+I'T"i:i,. ;irnirnt.?;lrr ~11,lres and the 300,000 HTCC common shares 



et~~~;p~t~azPB p~ferrsrf stock do nor achieve an  average market closing price of at least $7 per sllare for the 
ertidmg &65 ending Match 31: 2000, HTCC has agreed to issue additional f3TCC convtrribte 

p%eitz~~3~ed $haw s i f f r  a i.aIue equal to any such shortfall. As of Maarch 15, 2000, the stock was tr3diagslt: 
bb"*i. p%?c ?+&&re, 

Brf L k ~ m i w s  31,3999, the Campany owns approximately 19% of the HTCC shares presently a~ius't~r~rting. 
Thz C ; n p n ~ ' s  i~ii=csemmr in 'irSCC is classified as an available for sale securiry and accounted for 
E& s z g ~ f  @e&ed ofactouwing. Additionally% h e  Conipany has exercised its right to nornlrtate one nlcrnbcr 
BC &P &a,~.d ef Dirccrors of *t-TTCC. 

4 7 E @ z $e.&+tiorn. af Prom- 
T b ~  .4dmigs%ta~i%e Offiil_p CSi thc Company is located at 3 Ifigh Ridge Park, Stamford, CT 06905 a n 3  ia  
!FA%&. apemtiam sluppor; office for Citizens Communications relocated from a lensed facility trl 
&Z$$AS, T~%$,F in Ssvcmkr 1999 to a new 250,000 square foot owned facility 1ocart:d in Legacy Park ,it 
$&%? W~adqaanccs &nv(r, Plnno, TX 75024. The new facility accommodates appraxim~tely I,ICTQ 
T F ~ ~ ~ ~ E ? F S  a&d has me acreage necessary for phased expansion up to 750,000 sqilarc feet. C:~rifcns 
C%x~d9*@%ka2rr:$m it mpmding its Call Center operations to rneer the needs arising from the lnrcgxaritrfr crf 
%.ie:s, h p l , ~  pz-r.~Sra~cd from US West and GTC,. New leased call center facilities are currenrig :~;ndcf 
c~wsm;ett~fi :W 2% Cera~t2 CAaltd GloversvilIe, W. Also under renovation is an 81,700 squarc Loot F;lcditv 
:%a+ ram pu~z&;;as:tf i~ Kingman, A 2  for cail center expanslon. The Company is evaluating an nddirriinal roil 
.-micr br~liw iit: the hfi&+est regian of the country. 

T ~ P  c+xt@Esnrr$ suppan olfice far ELI is located at 4400 ?JJ 77Ih Avenue, Vancouver, WA 98661, an afi 
%pp~&xgaz~iy 98,6@% squarc fwt office building which IS owned. This building is fully utiEizfiJ, aurtl Wd 
Zt~$z+a,tg adS~uafta% 93,000 square feet of office space in Iincot~ver. In addition, ELI has leased local crffictc 
spagg in ;a~loits .nrarb&:s rhmt:&aut the United States, and also maintains a waret~oust facility in Partland, 
-C-ht+~, S . 3  8es2e2 nmwt+rk hub ~ n d  network equipmenr iristallation sites in various Incations ehruughvur 
zk sa,gs, m ~ k t g l k  ELI pr(3vid~~ services, The office, warehouse and othcr facilities leases expire on v a r i ~ t ~  
c j ~ t ~ f i  fbgrtt~gh Ot2rt~bt;,*: 2088. 

<:za_sre&z f a&ntttisaca~ierns and ELI ovn property including: telecommunications outside plant, ccfursl 
C&X.T, ttZw1~~ptll~3 and mictowswe radio facilities, (See description of business for llsring of Io~atinnf), 

8 EV .? pfasr%tdin@ 
$a S~~*grlrs;"~f t sbPf, %he Company's Vermont electric dlvision was permitted an 8.5% rare i n c ~ c ~ ~ ~ e ,  
k:$wdlagna&: ~ i r s  V1:tsnarrr: Xfubiir Service Board (VPSB) called into ques t i~n  the level of rates awasdcd the 
fe:,:rr&p~~~ "; r~~ta~;4;;1iaf~ with its formal review of allegations made by the Department of Public Srrviee [ ~ \ T G  

F%%,, the sr:rasmumrr gdvtxarc in Vermont and a former Citizens employee, The major issues in, atlk 
r;rdcxd3q mii't'rit'z& clarisificatiort of certain costs to property, plant and equipment accounrtt ar~cf eh~!  
6 a ~ ~ p i k y %  Rtfwx.i %irfr: Management program. In addition, the DPS believed that the Con~pany .%h~ulct 
k a ~ e  %:ax$&: an;! taeived regulatory appro~als  prior to construction of certain facilities in prior years, C;is 
j:l?i~c $A, 14!34.+ $Re Vl#SE% ordered the Company to reduce its rates for Vermont electric service by 14$63% 
7BE.Zrkhh:JYC tcx X ~ ' u r ~ ~ ~ j l g r  1 f 995 and t5 refund to customers, with interest, all amounts collected since rhar 

t x c t~ ' :  tares authorized by the VPSB. In addition, the VPSB assessed statutoq p~rrnlsie?; 
7~:dItag S~t@,WE@zad placed flne Company on regulator:; probation for a period of at least five years+ D ~ K ~ ~ I E  
IL,, T + P ~ 2  1 7 $*a- k+k~ll-tq- p ~ 2 ~ n $ l r  the Company could lose its franchise to operate in Vermont if it violans rhc rernta 
~4 g~&&s:rja y r t ~ ~ ~ r k ~ d  by the XTSB. The VPSB prescribed final terms of probation in its final order i5au6d 
k&rr;afyt i zs ;.lb.98. In 00ftrotret 1998, the corn par^, hled an appeal in the Vcrn-ront Suprrrnt: Cnuxr 
<.h3f$sWi;;-b:gcgr:A~~3 rrf frenaftic5 imposed by the VPSP,. The  appeal has been fully briefed and nrgacd and 
S& 4-~13pmv Y S   MYI IT^^ the Court's decision. 

jfi A p p 3 t  141t,*~, 8 bwsntir was filed in the United Stares Distr~ct Court for the Districr pf Connccti~ur 
4 s ~ n : $ t &  5 2 -  Tw*;. et, .?l,z against rhc Company and five of its officers, one of whom lo nlsc) a diccct~zr, gfrn 
khal: i a f  rli ~ T T E $ Y ; . ~ ~  who purchssed or otherwise acqulrcd Series A and Series X shares of Carnnlo~r Sti!3ek ut' 



the Company between September 5, 1996 andJuXy f ft.199?, rrrdu~iqs. $ 3 ~  f % & r ~ s ~ p  $4- BY%, she ~&%z&$ 
filed an amended complaint. The complaint alleged that i:_"~er$cn%a@d:he t ~ f d 5 ~ x d ~ a ? i % ~ ~ $ ~ ~ ~ n , & i ~ % ~  ?%& 

period, violated Sections 10(b) and 10(a) of tlte Secut.iries Fpxcbg&g& Asr nT; 39-34 k$&~$sr@a~iin p%dF~ 
statements made by the Company, .rvhich are alleged ao he mii-te~idly falls-? PP &rdezfkz~g t g ~  ;kg Z&$%&?S~ 
have failed to  disclose information necessary tro makt the sea,cemeilrs ~jrabr zie i h l ~  a3!e4d&&5 %$+~e/ 
plaintiffs sought to recover unspecified cr>mycnarat.r; datr~grs~ Wkc @t;~ips,&~ x&& ~br. iz&*1d+3&; 

defendants believed the allegations are unfounded and fried a murim ra 41-qr;z.ivq keg 2" 8FB@ &x$@;~"r 
March 30, 1999 the Court d~smissed the action, On April 29,1999 %kc gf&i~cif i~ &kd % s & ~  r ? i  &ppei-i$ 
with the Court of Appeals for the Second Circuir. The parries h$vg elr1:c:fzd trim 2 m%fe&it?zi. 'E&~%F~S$&%& 
which is subjecr to the District Court's; approvai. 

hi March 1998, a lawsuit was filed in the Uniied 5r~~e-3 Disai~r- i;S43&1rt few P&L D~s~PEc-~ ,rd q~~r%zk?k%@ 
(Ganino vs. Citizens Utilities Company, et at.], against- rhc Campan? and t k ~ e ~ n f  & ~ % ~ h f f  &*&& 
also a director, arm behalf of aH purchasers of rhc Cornpwiy's Canzmtm 9%&4 he%%~e.ti , , c f ~ ~ i % ~  $Y% A%# 
August 7, 1997, inclusit-c. The complaint alleges thnt rbkc 9;im#wsy a&& tbcr iadirkd~kai ilicftvlrsasrt~~ &R@T@& 
such period, violared Sections Ih)(b) and 20(a) of the Seruritlcx E~eifrang Acsef lit3.l: .;r%kiwg mi~te&+iL$ 
false and misleading public sra cements concerning rbr Curmp~npk ~tianlirn56Sp w wleh a p a g ~ ~ r t d  &$i2$&$er, 
Hungarian Telephone and Cable Carp. (H?'CC), and by fsilirtg trt dF~;ctol~: iil~ot~rraf ~ f ; r f + > ~ ~ t s i h  %cEir~s&cp- 
to render prior statements not rnisIeading. The  p t l l i n ~ i f i - ~ c e k ~ t ~ ~ ~ m * ~ ~  ~r~pe$fik"d ~@#R&~A~Q&F &&-&%, 

The Compan y and the individual defenda~ts believe that the alkg;~tifa~s WE iunfnttnde& &&ii i&q@ & %Z~~C&JB 
to dismiss. The plaintiff requested leave ro file an amcadcd comprYaint &a& XQ ~@imdc"d SOR@~%&$ %as 
served on the Company on July 24, 1995. The Camphny% mnaoairza En $i!lma~ the grndftde& ~m'$&&t w&% 
filed on October 13, 1 998 and the Comt dismissed tbe actio~ with prej~dice ~ 5 %  ]A~&P $3, jBR2. 
Plaintiffs filed a notice of appeal with the Coun aE Appc:& gar the Seearrzl Cizt~~tf, btic&rrg h g ~  6g+g 
completed and oral argurnenr has been scheduIed for Aprrl tEf,20!k2, 

In November 1998, a class action lirwsuif, was Bled in s r 4 E t  W%&iek Cr>ofi% fa? &ff~$3$a $?+~gi$h~ "kca~bili3ik%%~ 

against the Company and three of its subsidiaries: 1G5 Hat~nrgt GM C~k&rp,raf; L4?5+ 38$@%9%,k~k, $Lm- &a& 
Louisiana General Service Company The fawsuir aftegcs &ilr thr C o m p a ~ ~  ~tnd rh6 ntkr~f*mcg$ it@fg~d&t,e 
passed through in rates charged to Louisiana cttsrumers ccteirirr GA%i& thtf pi&~~tXFti ~y~kmd t?@ct+ ~itz1:i~wt~L 
The lawsuit seeks compensator). damages in the antottnt of rhc ;tfteg~d & ~ e r d h ; ; ~ $  ~PXWI.~Z&% &zmd@s 
equal to three times the amount of any cornpcnsatrsry d a m ~ j p ,  itiEc~~euf t ~ f i d e ~  l%t"lbt~st~k%q !&K 1% &ddt~ /@%~ 
the Louisiana Public Service Commission has opened an invesrtyti;oz~ h~lfsi 4!1e &Bleg&%sfim ~ & x w %  bty %h 
lawsult. The Company and its subsidiaries helievc that the a j k ~ t i a ~ ~  ftaaiif Fx thk: ?&W%%E$F iJi6C kg$~x~&&d 
and the Company will vigorously defend its intexwrs in bar& the Ia.lxwB 2nd the nE4%ted Csi:~t~&w~ri  
invesrigation. 

In addition, the Company is party to various other Iegd pr~ecdikug ari.dg~$ ra: e&r ~.i,4~m%;3i$ G Y ~ ~ E ~ C  
business. The outcome of individual matters is nac ys~cdisak3llr,~ P f c ~ i ~ ~ * t f +  i%a%dgc:adrb '&kr,%r$ 8 % ~  
ultimate rcsolutjon of all such matters, including those Yil~ct3$4c&i *d&jtrreF ~ f f t ~ ? i  *oa~vdetzd)g: ~WQI&A&C% 

coverages, will not have a material adverse effect an the Canr~%x??% f i jms t~~~ t f  p~.G!rp8, tet&&t x>&?:rp~fft%i;?~?g, 
or its cash flows. 





: 5-t J.~uhmission sf Maae-rs to Vote of Security Holders 
X m e  E@ :~)uEII quatter 1999. 

*' 
? & X ~ S ~ T ~ ~ F E  a f f i ~ ~ r ~  
l%s,lc-=n;iazg$z: 175 te Exseutive Officers of the Company as of March 1, 2000 follows: 

Current Position anrl Office 

Chairman of the fioard and Chief E:ie~utive Office; 
President and Chief Operating Officer 
Vice Presidect, Business Developn~ent 
Vice President and Chief Operating Officcr, 

Commv~ications Sector 
Vice President and Chief Financial Officer 
Vice President, Engineering and New Technolagp 
Vice President, Regularorp Affairs 
Vice President and President, Citizens Puhllc Services Sccmr 
Vice President, General Counsel and Assistant Secrerirry 
Vice President and Chief Accounting Officcr 
Executive Vicc President and President, 

Citizens Capital Ventures 
Vice President and Chief Operating Officcr, 

Electric Lightwave Sector 
Vice President, Information Technology 

- y L -  izere F-i 3~j.v f w d l ~  rt.ill&tic?nsbig bemeen any of the officers oi the Regiscranc. The tesm of office of c x R  o i  l i t r ~  

tga-~cq~tv&-fxii~i:ei-? of R~gist~ntlt  will continue until the nest annual meeting of the EosA of Dvccrc,ri, ,*fi-rril- 
wq a,:.r-, e + ,z 2 3s;;t~s9~3r has kez.rt tfkcred and qualified. 

i.E {X i ;  W f  'TO'@ k ~ s  kctr assueiatttd wjvnh rbe Keg~stranr slnce April 1989 as a Director, la jtlnc I!t"i'l, !kt 

=+a* hTr,4%~~6 Gham.i;ln tkdthe Boaid and Chief Executive Ofhcer. He was also Chief Financ~al Ufilccx tam 
CwX3Per iJhEJ! t&i,eugh N~vembcr 1997. He was a Director and Chief Execurive Officer tsf Ce~risag 
4,'~~san.iirjlrr9~a;rdki'i& Gorp. from its inmrporation in 1973 and Chairman of its Board nf Dtrecsucs frc~w 
% % T M ~ :  $$$$ti imf?~i linnober 1999. We is Direcror of Hungar~an Telephone and Cable Corp,, [":l~i~trn;kfi pX' 

g$w Pdjfe8 M$ Ejrani: X,~ghrtva%te~ Inca and is a Director of the United States Telephone :~ s s~~ laa~ r r i ,  

At-$>$' $% f.&AF hsr Ecen assoeiared with the Registrant since September 1999. He IS currently t'rbr,rdrrrt 
ti'%h:cF Crperaning $fi:rcr nf the Regisuant. He  is also Director and Chief Executive C1fiicsc.r oi El rc t~ lc  

$,ri;,$%t.s+iaw, fsc- $tla: rcr pining the Registrant, he was Director, President and Chief Operating OEf~cnre t r t  

%-;.)$:-nmd$ Ceiftxi,: Ccftp. and Chief F~ecutive Officer of Centennial DE Puerto Kica from NuvenlEser 1940 
$r.r ;2,$gb&.;; 2 Py$, 

~ 6 6  FRB-RF WR,-I£IEF; h~i.;,~s been asscrciatcd with the Registrant since Novenlber 1999. He was eleettd $5 V ~ c r  
~ T C $ L . ~ C ~ $ ~ ; ,  fiuiirne~s I2cvcfopment in February 2000. Prior to joining the Regisrrant, he was Vice Ifce(ircfcrtt, 
$%zzsr~.%,t. I~t.rsfa,p~ncas sr Ceart~t]; Comnlunications Corp. from January 1999 to October 1999, tdr ~ 3 %  

. k~ru i r  keic,e $i;rc~i$rr,t, R O L F ~ ~ ~ E ?  Development at Cencennlal C:ellular Corp. from June 1996 ta January tYgLJ 

SG*? ?xio? 55~"h.t"r f>fft~:ir pcmctons with Centennial since November 1993, 

'$s%i>; $1- .%$El+' EffJ has k e n  associated with the F,egistr'~nr since November 1999, f-le is currenrly ti i~t:  
PF$S:,~;P~S; 7ifgt :he Ci>s~pa~x;; and Chief Operaring Officer ot the Communications Sector. Prlur to iurrt~ng rfrc 
%cg-,.;rt~tir, $52 rcdli Presider~t, Operations from Janu'\r.v 1995 to January 1997 and then Senros L ~ E  
pa#,.rL ,. +,d:i-.,;, ?%tj:an;serarta;; of Cenrcilnial Cellular until No~~rrnber  1999. 



ROBERT J. DEShrUTIS has been associated with the XleEt;~txi+irmt since fanlb-dliy f %i.- Efe =is5 % k ~ h c % & ~ f  
and Treasurer since October 1991, and Vice President and Chisf Fisranssat Olkie~1;f s4c~c SP_~~C&+ ~ 3 ~ 9 f .  
He is currently Chief Financial Officer, \lice Prcsiden: and Tzclr,lsuzsr of Eica.r-rie h z i g b ~ r f i r ~ ,  $;'re 

MICHAEL G, E4RRIS has been associated with the Regisugjzr since Daetj5bef f 992. Ei$ err-arm&ds %"-k3p, 

President, Engineering and New Technology. Prior to jaining &c Registrms, Flp. ws kalt?~%~+c:;;g 0"mi&@ti 
Engineering of Centennial CeIlular from August 6992 ta Decemhr 5939. Ht W A ~ ;  &&r:+ $E~I.GE %%:c 
President, Engineering of Cmtur): Communicrtrions Carp.. h m  &ifre 1901 tv f~e~:~1&e-.p I.%$!$., 

F. RJAYXE LAmRTY has been associared with the R,cgi,rtr;mr $in& f 994, HIPW$S! ~ F G W ~ E  V& kgr&ck~~+ 
Regularor? Affairs in February 2000. Prior to that date, bc served 3s Gee Presibaxg of kbg Qz"i7-mmaa2*tik%~+ 
subsidiaries since January 1998. Since 1995, he has hzid senicur pcsitins-rs na.esc"El;q r~@z!~tstx'r;aBhiti ~f & 
Con3munieanons subsidiaries of ehe Registrant. 

J. MICHAEL LOVE has been associated wirh the Rektstraai surcc M x y  t991!1 Neve~bcr Z33.d. 
rhrough January 1988. He was \ k c  Presitfmrr, Cnrpartsze Phii~tng f r + i ~  &-&rei.A ~ 9 9 5  tRw-1& 
January 1997. He was appointed Vice President, PnbIk Serr.l-:es rut j,wetary EV?", le j$ot,t.aiy 3 +$el& he" wnz'i 
also appointed President, Citizens Public Sesices Sector, 

L. RUSSELL MITTEN has been associated with rhc Registrant since June %%+@x, B-fr I ~ X  Iieac$d i1gawLe!i8 
until June 1991. He has been Vice President, General Ca~~nsei srn6 Assists&% S~wnt~iey q i 4 3 ~  j c t w  4t%k_ 

LIVINGSTON E. ROSS has been associared wish the Regjstrati~ &acc Aezg;ti~ t QY. Fk $%-AS 'stGicr~&~t&%&t 
and Controller from Oecernber 1991 through Dccemkr 299%. %tS 11.; ~ ~ r r ~ n 5 f . f -  ~~~~ PNSB~CPS,~ ;ahd ~;hw$ 
Accounting Officer. 

SCOTT N. SCI-qNEIDER has been associated with thc irqgrstmn: J~@G$ &.~fi%hef t?JiE)2;2-, F $ i  w k~w;z%k!+ 
Executive Vice President and President, Gt;i-tcrr,c Capitid L't?atirr~~~, a ~8nlJy &Wn@d t4~2kbsw$>d$y'af t;Bfi$~hs, 
Me has been a Director of Electric Lightwzve, Inc since ISc~catbr; t3Pjr9- kh&.yp :f~ j,r,*$~gfig%.&& R g d r ; ~ f ~ ~ ,  
was Director (trom October 1994 to Octobw 19991, Ckkf f ifisa~3al Qihcrr i&#rgt i h & s % & ~  kQ% tit 
October 1999), Senior Vice President and Tren$rrrcr ffelclm jme $991 ~ 4 %  I'kwdret $k%f@hi,i ~4 <fet%$&f~ 

Comnlunications Corp. He also senred as Director, Chzitl FinarrrP"s$ 0:lFh;ra %gatk+.7e i"c:%i~.jk%,$ &&st 
Treasurer of Centennial CelIular irom August LY9l to Ocrnkr f 99P+ 

DAVID B. SHARKEY has been aosociared with the lkegisuaat n8cc ,4$ggi~$t lt%k as P$&~~atilif%t t ~ f  E l ~ ~ - " t $ t ~  
Lightwave, Inc. He has been President and Chid Opasrmg Cfffr&ei cit Pjggftic t,#$:kt*ave- ~ R G .  M G ~  

October 1997 and is Director of Electric Lightwave, hc, Addxmon&Myb b %'kg $ta%tutgxl; 8;h~B 
Operating Officer, Electric Lightwave Sector of rfsc Registpafit skfi~o Fcb4t.dr,%ry 2Q&8* IPcbiirt ire gti*ri*$ E~PGTPM 
Lightwave, Inc., he was Vice President and Gcncral hf3nk~ge.t af hf~~ji~rnt~fti~ FJ$&:Y~, a I U " ~ B $ { ~ ~ W  drc$%paq.,$ 
headquartered in New Jersey, from Augusc 1989 rkrntigfr July 5 994, 

STEVEN D. WARD has been associated with the Rcgisuant SIMG JB~X~P~PF)  :t%h4 3rd wii$ $kC%gt$ Y ~ K  
President, Information Technology in February 2000, Prior rcr kuinirig the Rs~l r~~t~%ru,  &$ %kc 3'1~r Pg@+t*Sq8$ 
Information Systems for Century Cornrnunicatrc~ns Cvrp. frarr; jana t ED Bs2nrtrbe~ 8Yk9 3&4f l!%ihr~q$~fb 
Information Services from March 193'1 so June 2996, 



P a r t  I I  

f f  E M  5 f. Sfarket- for the Registrant's Common Equity and Related Stockholder Mnnars 

J= i 

~ C E  Range of Common Stock 
T b  (I:~rn~)ibn~L Common Stock is traded on the New 'iork Stock Exchange under ti~c syn~hsl CLX 'd%s 
I&n%iag a b k  indicates rhe high and low prices per share as ralcen from the daily quora~iono p\s;tFtiahad 1% 
Tat %a$$ Srre&Jamai" during the periads indicated. Prior year prices have been adiusnd &it. $fc~zk 
.EY;x-ldzr~sds declared chraugh December 31, 1998, rounded to the nearest 3'lsth. (Set: Nntc 9 of %t,tct:aa 
Glwratidated Financial Statements.) 

I st Quarter 2nd Quarter 3rd Quarter 4rtr Qua~ecr 

----.c - ,. High LOW High -- Low High Loff_g~&k. . . -=--~ j:?:? 
I9PF 

!z2- __- -L ---- s 8'12 $?I/+ $111/2 $7I1i16 $127/1ti $l()r/B - - ~ ~ ~ - ~ - _ r q o , _ _ , ~ ~ n a L L _ _  $349i)r $k0asl{1* 
fi 9%: 

s l o ~ i  9;87/ti $ 1 1 3 ~ ~  $ 9 ~  $10 m6T, i ~>?>Lh ---- a+..e------ UZh. ,.-.. 3-2!2:!.b *-.- 2. : . , 

,% a% Fc:ehr?1;rxy 29+ 2lDOO, the approximate number of record security holders of the E~~mparigt.'% C ~ I ~ T I R ~ Q B  
Stwk :.as 43,020. cI?tis information was obtained from the Company's 1:ransfer ngertc, 

&vidcsds 
' 3 % ~  dmawn: and timirlg of dividends payabie on Common Stock are within the sole t;liscrermt~ aE riw 
t2mpanp'r & t a d  of Directors. The Board of Directors had undertaken an exrcnsivc review* sS  kt 
P'hwpzny's dividend palicy in conjunction with its srrategic plans to hecome r telccnrria~i;rlrii~it~i~r~q 
wtnpauy, Resulting from this review, the Board concluded that the Company clisceantinue iii~ide~ssfs j l h  

n%c pjmzac Cti; the December 1998 stock dividend. Quwterly stock dividends deckindl and isaired ~ F I Z  
C6~rnnn Stock were ,7394 for each quarter of 1998, 

R~crnr 5afm of Uaregistered Securi~es, Use of Proceeds Erom Registered Securities 
S5sn~ 



I T  E M 6 Selected Financia1 Data ($ in th~usands, exmp7nf fet per-%bzre B F & ~ ~ E E $  

Revenues (1) . . . . . . . . . . . . . . 51,OE17A38 9 S32,%.%3 
Income (loss) before 

disconrinued operations and 
curnulattve effect of change In 
accounting principle . . . . . . . . !$ 117,127 5 22,866 

Basic income (loss) per-share of 
Common Stock before 
discontinued operarions and 
cumulative effect of change in 
accounting principle (2 )  , . . . . $ -45 $ *39 

Wet income . . . . . . . . . , . . . . . 5 144,486 $ 57,860 
Basic net income per 

common share (7)  . . . . . . . . . $ -55 3 ir 12 ‘w 

Stock dividends declared on 
Common Stock ( 3 )  . . . . . . . . - ' ,  1 G5ku* q- 

---- - ..----.&. &.FM2?-?*>2~-~?z-~.::, - ,-- *..-A-r 4, ---- + " .<..-+,- ", 

1944 EM%$ ;+L+;b s JQ~ES q+$ t 
---I -----+- . 1 ..- -1.1.-lA ._ 1 ..&_I)? L-2 :'--;-*- " z,.,=.- z ~ ~ r z . a C - ~  

TotaI assets . . . , . . . . . . . . . , . $3,771,745 55,292,432 $ 2  $ 5  $3,+if,g$? 
Long-termdebt . . . . . . . . . . . . IS2,107,46& $ 3 3  g1,58?,9@: S~,4@9,P&2 $Cpl%?,2Ef 
Equity (4) . . . . . . . . . . . . . . . . $2,l2t,3 $5 9'1,994+@2% Sh.%Rd,k,$t&P $tia4i7..44-3 [&le$l"lic*k,?. 

(1) Reprcscna revenues from conttnulng opcrrtionc, 
(2) 1997, 1996 and 1995 are adlusted far sukquc~x  $ti& dk~~Si:n~t; 
(3)  Compounded annual rate of quarterly stcxk dw~dcd5 .  
(4) Includes Company Obligated &landatorlip Wtdmma'of~ Gnfi~:rSile Pwfeece& +r;-'i&ili:w 

1 T E M 7 Management's Discussion add Analysis af Fiwtaakwf Gfiaairtkge a& Rm&k& iaJ %w#&~ie&% 
This annual report on Form 10-K contzins ftlirwazd-tr%tQiptg @&ER&R&& &+%$ u g  1k+*g$ 8 ~ g  s;&s &@d 
uncertainties which could cause actual resdm rc;a diCEe::;c %ngt~rsafk ~ r a ~ ~ " ~ h f ~ f g  ~3lgt~sfi# E S ~  se@&& 
statements. All forward-looking statements {ioctudiag :brat repte$afita$azga a:E i~nk pfg&giq= &gJ 
statements of current plans, which arc canrunrly ancfei to.xrvr h;y t i i t  t'rmp;@r &li W r a r + b ~ ~ ~ & ~ i ~  
statements may differ from actual future wt,suSt& dt~tter rck, &M at*? ipm~?ed g $ t 3 ; ~ $ i ~ l . ;  se 4 ~ ~ @ 4 ~ % % 7  ui$ thfb 
Company's markets. the nature and pact of t.zc.c;knal%t&kl dxmgf;c, $&& W U R ~ V ~  ++a$ ~tlqcz4*~~4~!:  k i t  

competirors in h:: Company's markers, changes in Icgal n d  rcghtfsa<ary p d q p  ~~@FP%s. b$$ ~BW~C"Z~!I ~ ~ g t i ~ g ~ ~ ~  
the Company's ability ro identify future maritcir, aad r;t~izccssf~ifg eapwsi  ckct4ag&%gt,~fig gvbs, ak:pr~~tggg~ 
and services offered in the Companf's tlrgct markr..ts, rra3sra;iag ""r'2X 1s.:rr~4+ 4d,&9$.a * ~ $ % % ~ ~ ~ ~ & ~ ~ i - i  A&$ 
disposirions and the abifjt). to trffeai~dy intqtare: b a i n e ~ c s  $~qt~j&i %SA&&~+ akruf48 %lia~~~&eli  the 
important factors in evaluating any staremcnr in chis Far& f 0-R ue t~~hc,z*c.$?g .m::de by t?tf;~g~~  AS^, 

its behalf. The following information shodid be fsrd in G6.fpZ3$%$Xg::xw%Fk wirb $k% @k*r4fil~;Fi.kk%k &e&$;G~%$ 
statements and related notes co the consdidatrig fknancrdj S~S$~G~I~SW$S %%d@+$tfif E: ~ k v  #qi"+%iG% '$he 4"6vk$~p.$a* 
has no obligatioa to updace or revise thcsc fnrvt.arcf.-ietekrbtg rs~xsiceri~ti,",t tilh i i ~ 6 i t { k ~ .  ~ : ~ ~ T G X Z ~ T & H ~  trl). 8t4~4tcv 
events or circumstances. 

(a) Liquidity and Capital Resourcci; 
The Company considers its operaring cash fiatv$ ;a% abiitrj rii. r , r w  r f s i ~ c  :ing! ~ & $ r t l c $  fd%$+tbr! ,t~ &s 
principal indicarors of its liquidjt);. For the neclvc mnrrih% rndrd f)e~..~rrt?v~ tJ+ 14t%*J t:~ab+~xsi( ~~e~k 
cash flow from operations and proceeds from nu imtnimgs ad *Lvincnr i i s r s  ~ f l i e t  & ~ ~ ~ i i ~ ~  g2J t~  
services to fund capital expcnd~turcs. Funds rcqvlsiei;nneki ffcrn'l the t ~ & ~ ~ f i i ~ f  h3~rr-;p'.L~fr?~?f~!, & & q F ~ f ~ $  feie~ 
construction fund crust accaurrts were used rn parnafjy l i r ~ ~ ?  ;kc % + ~ ~ ~ = t : ; i < t i  ;L$ trtgeg p&~f ,  



ZB 6; .3~&~s 1959, the Company arranged for a cornmined S3,000,000,000 revolving bank credit fscihq; 
*El& ~zdiir: fits&;.i= is in addirion to credit cornmitmenrs under which the Company nt'hy btrtrow ~ q s  3$\ 

f+W+F.W,OTtO. There: ~ii:rre no amounts outstsnding under these commitments a t  Deccnlbcr 32, I $f$% El,$ 
h;es ~ ~ ~ 6 r t ~ c : d  zvoXving lines of credit with commercial banks under whieh it nlvy l.lorto~* tta* 

SaBdO(ffF,O@Q 3%~ Company has guaranteed all of ELI'S obligations under rhese sevcrlving lines of~rccftt-~ 
A§ QF €k~e.~kt 31, 1999, $260,000,000 was outstanding under ELI'S revolving lines of c ~ ~ d l ~ ,  

1% Aptil 1999. ELJ completed an offering of $325,000,000 of five-year senior unsecured nmis. %r ~ a t a  
b&m Bn i~ttrest rate of 6.03% and mature on May 15,2004. The Company has guaranr,ced rhe pigment u$ 
~ti+Spf rsnd my prednm and intezest on the notes when due. 

X ~ ' E  ~ ~ p i & f  expendimre, by seaor, have been and are budgeted as follows: 

Budget 
2000 -- 

4Z~mmir;;~tions (1 1 . . . . . . . . . . . . . .  $396,800 
EU $2) . . . . . . . . . . . . . . . . . . . . . . .  200,000 
G;eipt"caf ....................... 3,000 

$599,800 
. . . . . . . . .  B i ~ a ~ a h u e d  operations (3) -L $1 69 900 

$769,700 -- -- 

Actual - - , - - _ .  
t 999 2998 i'W' -.-**,--* +-,, 

($ in thousands) 

$227,200 $201,400 $263,i&O 
245,700 200,000 124,500 

25 lot1 33&IO 6,700 -d-.--. "h+.,d ,.,-p 

$479,600 $426,500 $420,800 
$135,808 $ 95,SOP $LlCz?cc> 
$615,40{ $S2?,OOFJ E2i2?54 

i*li &;Is& a~i5)ia~tmiatcIy $3@30.3,OEfQ 2nd 57,700,000 in 1999 artd 1998, rapect~vrly, for the consaucaon e i i  .m e>prcrttarr~s 
w g m  a i 5 ~  &duda Sf76,00Sr,O"frl in 2W for the properrres KO be acquired from GTEl and US OCfh'ir. 

rZt lrdfrrf~ ~ p i f i m x m d ~  $38,000,m and 560,000,000 in 200U and 1999, rerjpcrivcly, of norl-caah capirat leacc. ad4!itv1@tt, 
l i  *%i ZmTBuu+~2aw~me hi1 year ownership of diiontinued operaclons anid includes approxirnarety 541,90[1,<100 br ;1 rpiijai -- ,,,re ppkiae ~mlcm 

TEE C~nugixsry anticipates rhar the funds necessary for its 2000 capital expenditures will be prand0:bi Iqacrr 
0pa: ln;q  fram advances of Rural Utilities Service loan contracts; from comrnercja 1 pager ~ C > C $ ~ Y F ~ Y ~ C  bit% 
iftom dek, cgiuity an3 orher financing at appropriate times and from short-arm borrowings u~r4ef h n k  
~ i ~ l e & ~  $&~ilitEs. Unfi disposed, the Company's discontinued operations capital expcndieusa wit\ nI&n !& 
$@&6d ~ B ~ P o I I ~ ~  tequlsicions af Industrial Development Revenue Bond construction fund trust itcGT>unts and 
&u;aga f;gp,iai d&mg utility service. Upon disposition, rhe Company will receive seimbursrment r~i ce$~%if~ 
$999 ,~auid arrd all 2000 budgeted water and wastewater and electric sector capital expendinrtw prttdP&hTf 
go &+a terns of the respective sales agreements for these businesses. 

btr~pisihns 
Om M%p 2?+ k p t m & r  21, and December 16, 1999, the Company announced that it had enttrc.d I I ' I F ~ ~  

&gf3.,~rk*b~r ;fpmlin~nt~ to purchase from GTE Corp. (GTE) approximately 366,000 telephone asccso fino@ 13% 

a& D a m k r  315 1999) in Arizona, California, Illmais, Minnesota and Nebraska far apprr~x~teateLy 
$%,$?I I&%ZOm $3 cash. The Company expects that these acquisirions, which are subject ru vnrinus .rratk 
&ad f c d ~ f ~ f  rcgtdatrtry approvals, will occur on a state-by-state basis and will begin closing in rkrg &,F& 
qasr8sc2' :DbO* 

g2s$~ae J6, lLj9!l, the Company announced that ir had entered into definitive agreemenrs rtr pxlrcttaw i'ai,tnr 
$3 W F ~ :  & ? - C , ~ ~ ~ ~ ~ ' P I I ; B ~ ~ O D S ~  Inc. (US West) appros~rnately 545,000 telephone accaq fines f ~ @  tjl 
Dcii,~ckwr 3 1 * E999j in Arizona, Colorado, Idaho, Io\va, Minnesota, Montana, Nebraska, Nuprh Ff;~krxeia 
4 d  K p o ~ i ~ g  for apy?r~-xki~arety $1,650,000,000 in cash. The Company expects char chcse iicqyt%+cir%%t%, 
wk phri A%, I&E + $;2btecr fa ti"ctriuus state and federal regulacory approvals, will occur on a state-by-%[arc bq~kr arid 
rrk.t3l iwgzbi chmg $3 E ~ C  thifd qumer 20UO. 



The Company expects to temporarily fund these telephone access I& purekasa~ %it& rwsd a$%u&flFZXzCPZ 

balances and proceeds from commercial paper issuznces, harked by the sornmit:ttxi b&% ~ 8 e d 1 i  bc&gtgt$. 
Permanent funding is expected t o  be from cash and ittvesrrnenr bafanccr end the ~ ~ F F W M ~ S  &of% &he 
divesriture of the Company's public services businesses, 

Disestiture 
On August 24, i93?, the Company's Board of Direcrors apprared a ptarr oi dtt"~strtutb;c far fk t f i ~ ~ p a ~ y ~ s  
public services properties, which include gas, electric and .cv;iter an8 rva,t:ct'cvizr~l.r bwhessex- 3% ~ r w e d %  
from the sales of the public services properties wili be used to hnil &frcj rekphr:ae: acmsls bsc p~t<&&r;t3%. 33: 
Cornpal~y has accounted for the planned divestiture ol. thc pub!rt $etvt;cs grape$:iss 4% a LCz$cafi~rfi'wA 

* .  
operation. Disconrinued operations in the consotidated smremutnts txt mccmre :I&$ 6:dmpr~kgsiGre h8%w* 
reflect rhe res~~l t s  of operations of the public senrices properries zn%la;iding dlnatcb ratedgst ~%prz%& dnfthiz 
periods presented. Interest expense was allocated to the disrontirtucd c ~ p l " a t z ~ ) t i ~  ba?,lsdd pzn ghe < ~ ~ % c ~ t & n & ~ ~  
debt specifically identified wlth these businesses. 

On October 18, 1999, the Company announced char fr  had aged ti? stif +fs i,~:itt# wasf~%~i.Ct 
operations to Americsn Water Works, Inc. for an aggxfiatc pa~ch j .~ r  price ~f SRS$J~-:,W%T, %LC 

transaction is espected to close in 2000 following fcgutata:p rppr~vais~ 

Qn February 15,2000, the Company announced rbacit hactmgeed to st211 k;s tb~ttri et~b~pup*~&tsr*~&= Fhc 
Arizona and Vermont electric divisions will be snJd to Cap Rack Faet$r Carp. &tt& the &%d& tH$*a~r~ai#j 
Electric Division will be sold to Kauai Island Eltletrie Co-ap for xw~ ,rgjFrrgae$ ~ ~ ~ & s s +  ~ t r ~ f  +?f 
$S35,000,00Q. The transactions are expecczd to close in 3 T t O  foltoia.i~tg r~gttktotp a p p ~ t ~ k ' ~ : ,  

Sale of investments 
In January 1999, Centennial Cellular Corp. (Cxntcnrcrafi was mt:tged n?& t?%3&i ka:qsl-t9~1;\<3$; C: , :LP~ , ,  x 
company organized at the direction of Veish, Carson, Anderscsn & St~~sli!= "S'hgt Crm@mi.y r &a&fkc~ 9t 
1,982,294 shares of Centennial Class 0 Common Saock, tt'r sddaik~, x etigXde~ nf J.@2s%87 skk;k&r azf 
Mandatorily Redeemable Convertible Preferred Sruclc nf G~nxmwitW, abt. {:fimpbny SI~QIS+~G$ ,ht> r;i~a%g$g 
the preferred stock into approximately 2,972,006 shares aiCl11;ls B Carnmtjr~ %$aiek, 'The tet'a~p~~$ ZIQIB-CP$SB 
approximately S205,600,000 in cash for ail of its Corrrmon Stmk ~i~'lsrci~t~ &and a,gyruktk?z~kr%i:, QfT,$f@k,i3PXfB. 
relaced to accrued dividends on rhe preferred srxk, 73% Com-p~uny rerth~rd a14 f@p*r-t:$~h$. 3 p ~ t - e ~ ~ f t  $ & i $ i ~  ~4 
approximately $69,500,000 in the firs qusrrer 1999 irt frrvestmtnf iffri.hti~g-. 

On October 1, 1999, AdeIphia Cornrnursisarivn Gorp. (fsldcfph~~i wirs I&~:FRC$ *$%% C;G&tiUM 
Communicat~ons Corp. (Century). The Company atr.md 1,8&3f+@@ ~ f t r t ~ ~ d  81 t k ; ~ f i ~ ~ t t %  t*A*%se 2% f.:$ltttefcb8'r. 
Stock. Pursuant to this merger agreement, Centruy Class A ccar~mczrs dk&rt*es %%re ea%i:~big;ed i07.r 
$10,832,009 in cash and 1,206,705 shares of Adclphia Cbss ktCas,rtrmarr5ioe& ~ ~ C ~ F I B  rtmi t%k$k4t~ $lt 
$79,600,000 based on Adelphia's October 1, 1999 closiing price rrf @g.B&* "$'hi% Ckrmpafg t~;dt&$d &R$ 
reporred a pre-tas gain of approximately $61,&00,QOQ UE the f c s r ~ r l r  iyu;st't&r af T%Mik Gnac9:kacwt Z%~CW%G, 

A subsidiary of the Company, in a joint venture with a s u i ~ s i d i d ~  ttzS Cenr~rp, nwlrnlp.b i$gJ& +$pe:tt*t~$ $tz@g 
cable television systems in southern California serving over 91Ch,QQO baatc akkbet:~itrcra( j&p 99%9di, $hq 

Company entered into a separate agreement with ~delpftia trs set! tas il.sca~c~r in hhe r+et"l trer$gt@e + - &zr& 
to rhis agreement on October 1, 1999, the. Company received a~flproz;tnegeIy- $S","@f%itklit 52'k casht MCAS 
1,852,302 shares of AdeIphia Class A Common Stork (for a rots% nrgrket u;trfw e.)I $F~S,~QO,Q(F:$ &&34?J fafi 
tkldelphia's October 1. 1999 closing price of %57,001, The: Contpany re:tbtc$ and :rtr$lrt~d a yras-i-x% krf: 
approximately $63,900,000 in the fourth quarter of 1999 in fwesnrtenr meaPrie- 

Hungarian Telephone and Cable Carp. 
In Map 199 9, in connecaon with ECTCC's dcht testructurtrig, rhc Cofakp%t't~ cat~ctlkd 2 trcr?~ arki$S;gt"st~fi I'YFc- 
HTCC to the Company and a seven-year consulting semlcus agrmrnunr irk eic-~'Bznga duk -&r nytjm&e b! 
HTCC to the Company of 1,300,000 shares af H'TCbC Common $ti& '5@+ObEI s!T&~&B 0% $E%h:di.6 $uf.i4 
convcrrible preferred stock. b c h  share s f  KTCC convcttibfe prefenccj sr;~k h ; a s  1 t k e p ~ ~ ' r f g : t ~ ~ ~ ~  ~-a!%;r ebf $Yc% 
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2nd LT cz,~~vefrihle at the option of the Company into 10 sllare? of HTCC Cornmon Stack, 'Tih rhr excp~..nt: dtf 
f,30@,000 I-SCC common shares and the 300,000 1-ITCC common shares unclerlym~ the kFR.k 
taaliet-BbIe prefexrad stock d o  not achieve an  average market closing price of at least $7 per 3YR;r~c %ff $%t" 

Wedq- zrading days ending March 31, 2000, HTCC has agreed to issue additional Ff"l"ilC ,:ivbr%rfibt$ 
pzc<erxcilrd ihnrer with a value equal to  any such shortfall. As o i  Morch 15,2000, the stock w r i  tiadin$ c 
$83'fi3 pr shnre. 

R2;"wEatrsry kvuonment 
in Dtxernbzr: 3999, the Company entered into an agreernsnr (the Agreenierrr) twth rhc Staflt' and Cans#akcw@r 
A d*mlaifl: Divinus- 05 the Vest  Virginia Public Service Commission ( W p S C )  ta coiktinue- tile CSfjm~,tnFa 
~aeeara~e regghtion Plan (W) through 2il02. Under the Agreement the Company wilt scldsacc acxgss str4 
edar sp:~iilt:rares by 53.5 million annually beginning in February 2000. In return rhe Cornpimy will be irg:, 

ai ear~ings tegufadon for t h e e  years and have some pr~cing f exibrlity far non-basic st?rt'~r;cs, 

h p a d ~  05 Year 200G 
T h e  YEE wsuc resalted from camputer programs using a two-digit format, as oppascd to fotrr, t~ I F ) ~ J ~ G % ~ P  
rkc year. Such ccirny~rer g s a r n s  were unable to  interpret dates beyond the year 2999, which coued i y a r ~  
wbsed S ~ S I C M  f l i t u r e~  .err other computer errors. In late 1997, the Company developed n prclpnl to ~cidr~qs 
cbe 1-lK &sue. The program was designed to protecr the safety and continuity of the Cartlpa~g'p SZ:°Y;CE 

deiitiq BQ& s ~ p p ~ f t .  czpabilities, computer systems and other critical funcrioris, The C:orrup\tqi% YJX, 
p g a m  addrssed problems that could arise: (1) in Information Technology (ST) tlfens m~Iuz!rrlg 
i~zfdt~marinn qsrems and technologies; (2) in non-IT areas such as communications ~~etwtirks nncinttrtt~hec; 
rrt i f tq  ;on~rtd atld monitori~sg systems, premises, facilitics and general business eqaipmcnti afld (3)  ilttr rei 
sup~licm efprr~ciucts and services not being Y2K compliant. Each of the Company's seFcors had s grsegp;turt 
btffiee that maaagcd the p r ~ g ~ e ~  of the Y2K efforts. The Company had determined priositiea for r;lki~i& 
f:t;sf;&rrt-r; actions m mission critical systems and products sn as to ensure conti~lued iil;cltv~r? gY* cri~s: 
Businerr ,ra'Ivitt(~~. 

2 % ~  G+?rnpsrry$ systms, products and services proved Y2K ready, as there were no ;system \>T cctl~te~~a~J-1F 
tMpaara2 failures on mission critical systems. The Company's successful entry into rhe year "?;DtJO %v,g~ ,a 
karianr~%rinn of% rwn-year prepararion program. The Y2K plan called for inventory, assessnrcnr, f f $ r k ( + ~ i $ t k r &  

2nd tmiag to Ciasure that the irnpacr to  our  business would be minimal and manageable, The Cumpxey wtih 
crsattnuc to nwtliror 3*2K relared exposures both internally and with its suppliers, cusCnrnexlr gngL ache$ 
busin~"ss pamnefs, The Company's Y2K efforts were essentially complete by Fhc end ofthe third tp,iarnr-t~f 
f38F+ m"~hcccjmplerion of the Company's Y2K efforts coupled with its contingency plans enailred thgc tlZt% 
catahfshed and expecrcd levels of customer service were maintained without inrerc~~ptian c l t~~~t%$ rbc 
nrialcnnrtrm tramitinn. 

P i s  t14ig:tve manths ended December 31, 1999, the Cotnpany spent approximately $7,3,48,S,tIIt0 rttr ips 
YZK cihrt% of ~vhich 5.'16,089,000 reIared to continuing operations and $7,406,000 rcli~rod to c l i ~ c u n t ~ n u $ ~  
t > p c t ~ r 3 a ~ ~ $ ,  Fctt the nveJve months ended December 31, 1999, continuing opcrarinus Y1K rfiulrrv ~f)irl~i~fe: 
.~gprnwSmarrly $15,628,000 an IT efforrs and $461,000 on non-IT efforts. For the twdve tnonxh3 tin~\+d 
Xst.snnv:: 55,  li4Y9, discantinued agerations YZK efforts include approsimntely $2,S3S,CTT)O on 1"1' elggqs 
aaii 93,941,Of)b tjn acm-Kefforts. The Company expects to spend an additiaxlal$2,600,000 in 18(10 nn ir:h 

~~mx9dt~tttg Y% eiiorrf. 

f-~iy)l)i l . ,  ,~t ,,.,,jfi safe rtgutazary commissions where the Company operates have issued orders allowing riuc i i c f e ~ t ~ t  

of 2% costs for considctadon in future rate proceedings. In accordance with these ardcrs, the Cc,irrrpntiv 
ftas d~fcrfei.f ogprcrximately $5,767,000 of the $73,495,000 1999 Y2K expenses, of wllich $S,OI,CI,I:ItlCj trr: 
w'B,a[~$ 10 i ts  cnoxtnai~g operations and $2,767,000 are rclated to its discontinued ops~zrianii. 

,"x5e w ,$cee>tinting Praaauncemenzs 
itr: JI:RE if.?Yg, the Findnciaf Accounting Standards Board iYASB) issued Scarcrnenr of Pinaneiql A~cc~lc~c~-rli$ 
Sfxndxrrfs hSF2'ISf No, 133, "Accounting for Derivative Instruments and Hedging Acrivitirls" ISPA5 1 $.$Ir 



SFAS 133 requires companies to record derivatives on  the batance sheet 35 ISWB rJr Ii;~.bfljipxw me&@&-& G& 
fair value. Gains or losses resulting from changes in the values of those deciwtives wnoid b~ ~ee~th~fed f&f 
depending on the use of the derivative and whether it qualifies for hedge aacaanring, The k ~ y  a~rref-tn~i for 
hedge accounting is that the hedging relationship must be highly effective in srrhia-x~g 0ffsettg8g ckangrs i~ 

fair value or cash flows. In May 1999, the FASB issued SFAS 137 "Accortneirag far: Deri.ratxve $hSt9sW&S 
and Hedging Activities-Deferral of the Effective Date of FASB Statement IXS,' t~kich &ktlied r k  
cffeetivc date of SFAS 133 by one year. This statement makes SFAS 113 effective for t"ust& qsa#aeg$ 
fiscal years beginning after June 15,2000. The Company has nor iullpeudu.stieii the rmpd~t aizr% &&aii.%~pffw~ 
of SFAS 133. 

(b) Results of Operations 

Tele~ommunications revenues increased $154.6 million, or 1796, irr 1999 dint! %?29 r~tiBi~rx, e$ %*it. b 
1998. The increase in 1999 was primarl!y due to increased eommunicdtrar~s rremtwk- dzugr~ F~W~CES- 

revenues and ELI revenues. The increase in 1998 was primarily due to inrremed ~rr~rtmanjgah~nlt i?erwr\ck 
arccss services revenues and ELI local telephone services revenues, 

l qss be% +..... *--- - " L L  ?..-..+ ' . d d " ~ " - 4 . "  * - - 
Change &om Cbfi@ 4rs&i 

Communications revenues 
I V c ~ ~ o r k  access services . . . . . . . . . . . . 
1,ocal nenvork services . . . . . . , . . . . . 
L ~ n g  distance and data services . . . . . . 
Directory services . . . . . . . . . . . . . . . . 
Other . . . . . . . . . . . . . . . . . . . . . . . .  
Eliminations . . . . . . . . . . . . . . . . . . . . 

Total . . . . . . . . . . . . . . . . . . . . . . . 

'Network access services revenues increased $71.3 million, or 275,  rn 1999 ptinrtarik: &d: h r t ~ ~ ~ p t " ~ e 4 '  
minutes of use, increased special access revenues, a universal scr~ico ttlnd scfrlt?m.mt~r xtrd zhr: A i ~ k i ~ ~ ~ r ~ ~ f i  mi4 
Rhinelander Telecommunications, Inc. (Rn)  in November $998, Fir:t%urk aecsl;ro w ~ k ~ p i ;  tgu@s&$:a 
increased $28 million, or 7'70% in 1998 primarily due ta tncctsirscd sprciaI ;&x%a ocvehaec re*r;Ysnng i . , x t i g ~  &c 
introduction of the DS3 product, increased circuit demand due t-rt ~nttlrnc~ gr<rw$h n~~~~~~~ek$rsr~neip,~it fpf, 
use, partially offset by an FCC mandated interstate swirchcd access rgrr tcd~ctin~k w&i& %eeagw e$i'~~twg 
July I, 1997. 

Local network services revenues increased $25.4 mil liar^, or fG4&, in 1949 psrmagitp $ 5 1 ~  trr kurilnc3i& ,a& 
residential access line growth, increased cusromer calling feararcs md priultt b ~ c  ~~!&$JM-E$  tihe 4 ~ % l d t - $ l f ~ $ ' ~ ,  
of RTI, Local network services revenues increased 5YlW7 miition, ar 5% rn 19% pz$jrt%rtE$ tjw ssv b i r t s i ~ , ~ ~ ~  
and residential access line growth and increased cuwon calfit~g fcnttrrtts nnd pdxare Eae .ixls, 

Long distance and data services revenues decreased 520.1 nrillian, rx 2H%, rn fW4 priwtardt dhth %s% thv 
elimioation of long distance product offerings to out-ofdrcrrit-sqp rwxmksts, pacfiaitv a;lfi%ex b~ :zici~r~iita$ 

long distance minures of use by in-territory cusramers, Long distaziec e:nS data ~ t r t l i ~ ~ ~ c  tec.cnx.te$ iz~r~;fi*ts& 
$5.8 million, or 6%, in 1998 primarily due cn rhe curzaila~r\r ai rttraam ;amnanrt&4rsgl% ' F C C W ~ ~  iltgeg 
distance service operations in adjacent markets beginning in 'JYK"+ 

The dircccory services revenues mcreased 51.S million, ar 6?L in IY99 prrrraaemly $a$ t~ g & ~  a,-ia~sstri*irr trh 
RTI and increased advertising revenue. 



Bxfner re%-mrrcs increased $3.4 million, or 8%, in 1959 primarily due to increased billing md c d t ~ r n s n ~  
rwenas, partially offset by the phasing out of cerraln surcharges resulung from rate dasl: i f U i t : ~ t ~ t ~ k ~  37: 

CaJifarnia 2nd Neiv York. Other revenues decreased S r  million, or tix, in 1998 prm~ari l~"  due $0 thr: 
-ghasing attt of certain surcharges resulting from rare case decisions in CaIiiorniz and FCW York, 

Eiimiitzrions regrtsenr nemork access revenues received by the Company's local exdlarrge opesildoxrs Zr+?nr 
ks rang dist~ncc ope~adons  snd ELI. 

i r 9 9  ----- 1 YE-++- 
Change Eram Change Fr~~rn 

Amount _ Pr~or year - b o ~ i m ! - ~  &i$czac+, 
1:s m thousarrds! 

El,! vewmics 
Sefiv-ifrk servsces . . . . . . . . . . . . . . . . . .  % 53,249 46% 936,559 9 "h 
kk~a9 tetephane service3 . . . . . . . . . . . . .  ?7,59 I 103 % 33,f 69 261915 

&$@ace serr-ices . . . . . . . . . . . . . . .  26,658 11 7Y0 12,308 1 To 
Dzsweflfces . . . . . . . . . . . . . . . . . . . . .  29,470 113% 13,513 - co-  > b  Jc 
Elimtnatinzs . . . . . . . . . . . . . . . . . . . . .  (2,8 171 (8%) J26J t  t,8?,1 

T a d  . . . . . . . . . . . . . . . . . . . . . . . . .  $184,191 88Yo $97' 819 
i--]-I--.--. 

69'iu 

Ne4%-r8& .l;sle~-aseg rcrimues increased $16.7 million, or 46 ", , in 1 P99 primarily due to nznt l~rk tap,ifte~,rafl 
3rd ales &:.sf additional chcnits to  new and existing customers. Nenwrk set~~lcrs rcvtnkrer irl~~kk9gd 
T i . $  d~iiiraa, or 9%, in 1998 primarily due to sales of add~tional circuits to new and cxisirtng ctuhtfi~ro, 
;tr.dit'5ialiy 0fh.t.r b? &e espirarion of a short-term contran w ~ t h  a signlficmt customer. 

t .w~a rt.fcgfnet~e services re-venues increased $39.4 or 103%, in 1999 primarily ditc cn incrt:,~iied 
;trc~p;awnl compwarion revenues resulting from the estabIishment of interconnecciun agreement% irr t+~ul+cdl 
f;fc@t?i~a~es anid incrceslrd rrzffic. In addition, increased sales of the integrated serfice digiml nctwrtrk [ISDNi 
p~otf=r tc:cr chc lWs and increased access line equivalents contributed to the increase, Lcrcxt rcfapkzlrras 
acrvlas -;.metrues inseased $27.4 million, or  2.61'36, In 1998 primarilg due to increi~srcf rcnpf~tcsf 
ecmpzss~rican revenues, increased access line equivalents and increased saIes of the l S D 8  prstzisc 

Ins8 Brstartce services revenues increased $14.4 million, o r  117%, in 1999 primarily due scr iai.~g.*laec$ 
i;.ir++tzttrm rcsulein); Cronr ehe bundling of sales of long d~starice with other products, the add~rttrn trf aqiv 
~8,L310dtkFX5 and increased prepaid services revenue. The Company exited the prepaid semic'cs xxtakr;~ tba 
thwd qwarrrt of 1999, a result of the decision to focus on higher margin products, Long clissnnwr Q~c'XI~FIIA 
aa..i.t%trF9 inzrmsed 54.2 million, or 51%, in 1998 prmartly due to increased prepaid sesvrr;~:, f n i w l u ~ ~ ~  
prot~~$c<i ~sltftSng from new cusromers and increased revenues resulting from bundling nf salcq r y f  frxng 
dr%tahzc wi;h curktcr products. The increase in retail long-distance revenues were partially oftcer: hg: ,r 
E;:bt:cic~~e irr qhofesalc Ioag distance revenues primarily due to the elimination of a large cusmrnrx WIFIS k?r~f!:t; 
pc~E~Emx<, 

1 3 4 ~  &;vxce":j revenues increased %15,7 million, or 113 %, In 1999 primarily due rcr increasrd .;sirs 6k 
issersict 2nd i r a m ~  relay scrvices in new and existing markets. Data sersices revenues increased -"; isaitl+~lf\~ 
or.- .$&-?a, 1398 primarily due to increased sales of Inrerncr and frame relay services in new an3 cx:,rll;urcg 
; i ~ ~ t f k r " ~ ~ ,  1aj.d ihe tnernd~cfiar~ of new prodr,las such as AT11 and RSW, 

ESzj$.~~rtufmr,s r~flccr. revenues received by ELI from the Con~pany's scommunic~rianrs operansiris. 



NETWORK ACCESS EXPENSE 

1999 = 1?98 r :;.?'- 
--,.'- G-3- ,.,,. -z-s*2&J,-- - 

Change from Qsllw Em* 
Amount Frinr y x  4rnognt - AEs~%--r --~%-~&-~~,-~ 

IS in thntts~&b 
Nenvork access $160,267 24% $1 4C4471 I ri 

5 7  r* %% ${ ; j "S  . . . . . . . . . . . . . . . . .  
Eliminations . . . . . . . . . . . . . . . . . . . .  (48,845! 38% A5j3+$t%) 32'+ +..&A:~Z~.- 

>%& iya 

Total . . . . . . . . . . . . . . . . . . . . . . .  $1 11,419 6% $&&OCiJ ; j a u i  S$$4&@$* -....... %&-%%=--zr 

Nenvork access expense increased $19.8 million, o r  14%, in 1999 primarily drrr toexpmdcf fehzsd k t ~  thr 
ELI national data expansion, partially offset by decreased comrnunic;ltiorls seatof lo%% &f~it;aii<r_? %:ini&a &P 
use from om-of-territory long distance customers. Nenvork access expense inrrene~d $33 mrlIrwrf+ af 3%- 
in 1998 primarily due to  ELI revenue growth, ELI national data expansion efibr'f~~rrnd sigalfii3si'l: gf.biow-th xxsi 
ELI long distance services, partially offset by lease terrninari~ns as a rcsuir alF dw cttrrart~.;xe~~t rwf rcrlsi5a 
communications sector long distance service operations in 1997. 

Eliminations represent network access expense incurred hy the Company's it%$ dishdhce op&t"Sti<tA &+F 
services provided by its local exchange operations and experrse incurred by the Ct-trnpaayr$ con~c&k&!iaos~ 
operations for services provided by ELI. 

DEPRECIATION AM) AiMORTIZATION WiPEBISE 

1999 mil-kii_-W--.L-;j-;j-;j-;ji-c. P a95 .*du,a..-.~ ~ F Q ?  Ld> .a 

Chsnge fmm &siig@ &ow 
-- Arntzu?;, _ Amcunt Prior fftprr_ &&b~ig~- -tcbcpj2,,- ---'.- 

is itr :66~x4&n&\ 

Deprecciarion and amortization . . . . . . .  $262!430 32% $15+8,658 -w-* 4 ?ti $$K786$$@ 

Depreciation and amortization expense increased 563,X miDion, rrf 32YG,i~t. IF99 pt"ti&arif"@e €O;F~P~GFW~CSI$ 

properry, plant and equipment and the acquisition of RT1 in Navcrnkr L498, 'Tit& ifictc8d;a &%a trtrii~dtl 
$4.8 million of accelerated depreciation relaled ta h e  change irr useful life rllf XR qwxnw& ? i ~ & ~ t %  EA bla: 
communications sector. Depreciation and amorcktion expense Inw'rm.er3 EIl$,1 rni!ib~~ &? %, IW f Y9V 
primarily due co increased property, planr and equipment b~~anc:es~  

OTHER O P E U m G  EX2ENSSS 

i lad 's99-&.--#- "..+..d%L.a* '.--,?;;,; ,,%,.".!,&, *, " .,., 
Ctrang ham f%&i#$ i t 8 t 8 1  

Jb-mJfir -!!E2z . & "  il,l!k?9~x?3z,& 
65 in tha~~~hhf*:  

Operating expenses . . . . . . . . . . . . . . .  $569,163 28?L $444,38.5 4 t LL%I 
. . . . . . . . . . .  Taxes other than income 64,469 15% $5,843 ,luiir 

4?+32F EZ*!%l~ . . . . . . . . . . . . . .  Sales and marketing 71,879 52% _*_+_-_- 

. . . . . . . . . . . . . . . . . . . . . . .  Total ....-.-L.- $705 511 29% i5-74?,?5 J ~1 Ek4&J 
4?7m XTcri*i+z-* 

Operating expenses increased $124.6 rniilion, or 28%+ tn 1999. &f this incxeart, $423 s ~ ~ E I ~ I ~ F  wrra dne $0 
the following items; asset impairment charges t3f $36.1. million re,1%r& ttr she $hr;>g.ttir;aaofm n i  tire 
developrncnt of certain operational systems and cerr~in rcplntory asset% dcerr;c$j $52 164 r ~ r :  t t ~ r g w  
mcoverable; restructuring charges ailocated to cominuiny; operations of $9.1 :x-taBtaa rdaked a% rhe 
Company's corporate office; pre-acquisition integration costs sf $ 3 3  ;~iEGon; geparatiu~ GOI@ $ f i s ~ ~ f ; e k i  MI$ 
continuing operations of $3.5 million and costs associated with an exccudva: rcfrrcmctrr sg$egmcnc a i ! i ~ $ t ~ &  
to  corrtinuing operations of $4.7 million. The remaining $72-5 mrl!ir_rrt increrasr: i.8- psrm&t.r!y drihpte $0 Y2.X 



ccss~~. &c full year impac~ of RTI and ELI expenses relating to the expansion of dnta zcrvlecf and pr~rcit~l: 
e x i ~  casts. operating expenses decreased $59.4 mill~on, or 12%, in 1998 primarily due ta I997 pxc f r \ t  

clasrges to earnings, partially offset by increased EL1 operating costs, Y2K casts anti q,rrcsfstrn GrrGa 
allrxated ru continuing operations. 

Tmes orher than income increased $8.6 million, or IS%, in 1999 primariiy due ta iricrtaarr in pix+ ttdk dtiLi 
praperry taxes. 

Sdes and marketing expenses increased $24.6 million,, or 52%, in 1999 prirnoriip due tff inctpmacd 
personnel and product advertising ro supporr the delivery of services in exisring and new rnarkcrr in~lirlrtrj 
th expansion of ELI data services and products. Sales and marketing expenses dw~easrd ST.6 inilticr#, sit 

14%, in 2998 primarily the to  the curtailment of cerraln cornmanications sector lurig ciir;r,it%~izr rczzscc 
ageratioas in adjacent markats beginning in 1997. 

INCOm FROM OPERATIONS 

1 9 r q  1998 ----,...-.->--".",&& 
Change irom Chitngt: fi-~>rut 

.4mounr I'rior year - A r n c n i n ~  --Pr~zl~pt;~ , :\i!fg1i3!r v ,  

( 5  In thousanrfs) 
C~ommcr3iirarions . . . . . - . . . . . . . . . . .  $103,727 (34%) $1 57,567 6,307911 % f',",,f911i 
EL! . . . . . . . . . . . . . . . . . . . . . . . . . .  (95,659) (26%) (75,9231 (,S8'?ir) j$&t$lJ> 
income liorri from oprerions. . . . . . . .  $ 8,068 (90%) $ 81C644 261% 5[5$1+781i -- -,- h5.t F", *,*I? 

faccm~ from operations decreased $73.6 million, or 30°4:, in 1999. Of this decrease, $$?,I niilliar~ wa* 3;ur 
zb, the f@Ilowing items asset impairment charges of 536.1 million, restructuring cir%rgs allocated Etr 

ra~:isuEng operations of $4.1 mill'on, pre-acquisition rncegration costs of $3.9 million, scpar~sitlre seats 
aHwzred ra cantinuingoperations of $3.5 million, costs associated with an executive retirement wyi:,rcenP;nr 
.~Rmr t t i l  tn coniknuing operations of $4.7 million and accelerated depreciation of $YGR rt~~lfiurr, 'The 
srnainizhg dtcrcsseis primarily due to increased ELI losses and $9.1 million of increased YZK castis, I~igg*rf~j 
fram apmrians increased $132.4 million, or 261%, in 1998 primarily due to 1997 pre~rax chaa~eti to 
za.sam~fig. patd.ail.t: offset by increased ELI losses, Y2K costs and separation costs. 

INVESTMENT AND OTHER INCOME 

lP9Q I?% --v-."-," 

Change born Chsngc from 
Amount -- Prior year Amount &% 29E"- fl,q2!ojtf 

(?6 m thousands) 
Stxt epcrarmg gain on sale of 

,uhsidrary s ~ r ~ t " k :  . . . . . . . . . . . . . . . .  $ - N/A % - NIA 6 ?$,?Id 
tnvcrrmsnr mrornr . . . . . . . . . . . . . . . .  243,621 660% 32,038 (4%) 13,3STf 

. . . . . . . . . . . .  47the.; irrcijmc 14@5si, ner (20) 100% (26,746) (4.3436) 3 gal+ ....... wi+,!,..' 

$243,601 4,503% $ 5,292 (969;u) $ l t O  { qB -- .+2&>$&".- 

"RE non crperatinggain on sale of subsidiary stock in 199' of $78.7 million represents rhc pra-ax gain Irk$ 

tk ELI initrni public; offering of 8,000,000 shares of Class .4 Common Stock at a price of $16 per sharentn 
5~t .emi7~ ' :  24, 1997, 

Ittrssmxmt. income increased $21 1.6 million, or 660%, 111 1999. Of this increase, $221 million wali due en 
die $69.3 miifion gain on the sate of the Company's lnilrsrment in Centenrlial in Janunry 19W, tke 
5b*.6 million gain on the sale of the Company's investment in Century in October 1994 ansl ~hq 



$83.9 million gain on the sale 
Investment income decreased 
balances. 

Other income (loss), net increased $26.7 million, or  1 
in 1998 prinlarily due to  the recognition of a $31.9 
W C C  investment in 1998. 

MINORITY NrnRESI 

Minority interest . . . . . . . . . . . . . . . . . . . .  $23,227 66% $1 clht1d2 E,O;"6T;;i 

Minority interest is a result of ELI'S initial public o 
share of ELI'S loss before income tax. 

INTEREST EXl?mSE 

jS ih tho~bneD8) 
Inrerest expense . . . . . . . . . . . . . . . . . . . .  586,973 28% $67,944 $$a 

Interest expense increased $19 million, 
partially offset by decreased sh 
1998 primarily due to increased 
MUDC, 

lMCOME TAxP5 

Br("-ksd & * i w ~  -%?4;$,gpe 
r$ in thr l%%~rdsZ 

Income taxes. . . . . . . . . . . . . . . . . . . . . . . .  $64,587 1.$3&%& $.LM8 k@,!!% 

Income taxes increased $60.6 milli 
increase in che effective tax rat 
income resulting from the salc 
$2 million, or 105%, in 1998 pr 

Amaunt , & yesw ,.&wfw$e I $ ; ~ ~ ~ ~ ; ~ ~  
f5 r t i  tbarirwfql 

Revenues..  . . . . . . . . . . . . . . . . . . . .  $613,216 I ,  $f;@rf j 4 
Operating income . . . . . . . . . . . . . . . .  $ 82,179 (15%1 .% %$,"T,Lli 
Not income . . . . . . . . . . . . . . . . . . . .  S1 27,359 ( ~ S % I  S ?i;,i3$ t&&j% 

23 



Reve;lr?es Fxam discontintled operations increased $3.7 million, or I%, in 1999 prinmrily dug €0 incre&3@$\ 
cansumptian and cusgomer growth in the electric sector, partially offset by lower ~ U F C ~ ~ S P C ~  ~ L S  an$ $r,ti! 

cost$ passed on to customers in the gas and electric sectors and a decrease in cuscomcr uwge dm $0 -5kAd$inei: 
weather condirions in the gas sector. Revenues from discontinued operatioas increased $ZJ6,2 rttrfti~n, &if 

fB%, ia 1998 primarily due to the acquisition in October 1997 of The Gas Company ('f'Gr;"~ and an~rc tq~gk  
curasumprisn and customer growth in the gas and waterlwastewater secrors, partially oft'scr h:y a iit~tcxaeif;~i 
gas revelsues resdting from warmer weather conditions and lower purchased gas and fiicl ctlsrg paqiedan itiF 
castornets in the gas and eiectric sectors. 

Optaxing incame from discontinued operations decreased $1 4.3 million, or 15%, and nrr ittcarirp: imwb 
dkontinued operations decreased $9.2 million, or 25%, in 1939 primarily due to rcsz-rucnxnng izhar.gesk 
sepzraeion rosxs, costs assnciated with an executive retirement agreement, comrnissiclr~ orcicrrr3, ct;i,t$:gmc 
mfun& In ,Arizona and increased Y2K costs, partially offset by an increase in gross margins and a dec~6';rsra 
in irarsrne taxes. Opaating income from discontinued operations increased $29.9 rniHiart, ar 4SA, :rra$ fit!$ 
3~tame from discontinued operations increased $22.5 million, or 160%, in 1998 pri~lari lp dtlc to the k199' 
chiizges to earniag, partially offser by Y2K and separation cosrs. 

NET INC'i)ME AND NET INCOhE PER COMMON SHAKE 

1999 1998 I rlw - - ~ - c - r . d - - - - - , . - . 4 , L  , ,Wh ',PA* ,.,-* - 
Change from Ghanytl f r t~ i r  

Amount Prior year Amaunt I+ 4,t$j!vi;ia~ 
($ ill rhousandsj 

NG irkcome . . . . . . . . . . . . . . , . . . . . . . $144,486 153% $57,060 46S% $t tS ,  t04 
Xct hcnwc PET Common Share . . . . . . . . $ .5S 150% $ .22 4 !$ Ah 

Z993 n~tincumc and net income per share were impacted by the: following after  ax items: gain% c3nrt.w s;itel% 
of iaauolstmcntrrs of $136.4 million, or 52p per share, asset impairment chat-geii af $22-3 nrilliitrtz, rrr qb*. pet 
sbacic, za executive retirement aveement of $4.1 million, or 22 per share, rcscruccuring charpw at 
$3.6 miflitin, or 14 per share, separation costs of $3.1 million, or 1# per share, accelcwmd depc~~ia~i&& 
83 ~~Zl i i~a ,  ~f 1 ~ 1  per share, and pre-acquisition integration costs of $2.4 million, or: 1 $ per share< 't !JW ae? 
'anemtlr and nilc income per share were also impacted by after tax net losses from ELI of 554,1 rniiExni)+ r ~ f  
2'18 ~ 6 f :  &are, and after trur Y2K costs of $12.2 million, or 5$ per share. 

$998 act income and ner income per share were impacted by the following after rax it~xnfi; ~ h c  asrt.a~&h 
vci&e dawn of the Cernpan).~ investment in HTCC of $1 9.7 nillion, or 7 g  per shnre, the cumulns~vr: a.&cr 
af a chaize;r in accounting principle at ELI of $2.3 million, or 1$ per share, and sepnmdoxi CQSW a! 
d 1.3 milliua, or 1e per share, 1998 net income and net income per share were also impnct;cd by nfrrfr $ 3 ~  
I a c ~ a  ELI af 534.8 million, or 144 per share, and after tax Y2K costs of $S,3 miHian, or Is: pcf tihorc. 

t99l net i n c ~ m c  was impacted by after tax charges to earnings of $135.1 million of which $I(ii:,L mr l l~kb t i  
r t iae~d ta crtonrrnuing operations and $30 million to discontinued operadons. For continuing wprnartnnP, 
;h:t:ger lil*stftfed from a re-evaluation of certain business strategies including its o u ' t 7 n i ~ r ~ r r ! ~ ~ c ~ ~ y  L+jgg 
disa,ce ag&re$i;ive grawrh strategy, accounting policy changes at ELI in anticipation at i ts  rnttld p~iTJlh+,; 
oiferiag and cun-taifmcnt of certain employee benefit plans. For discontinued operilriant;, rht? ch,;l-~$sa 
fe~dixeb itom public uriIity reguiatory commission orders and the curtailment of cerrain r?inpf,ytic kgnrf~a 
platit, 



i T E M 7 A Quantitative and Qualitative Disclosures about  market Risk 
Tile Company is exposed to the impact of interest rate and market risks. In the aormat course of bdgacsj, 
the Company employs established policies, procedures and internal procasses tn manage ~rtk fXpQ62tfe IQ 
interest rate and market risks. The Company's objective in managing iu interest rate: risk is $a kmia the 
impact of interest rate changes on earnings and cash flows and to lower i a  nvcr-ali barsawing cbsta T i  
achieve these objectives, the Company maintains fixed rate debe on a xtl'~ajoricy nf i ts  &~sr~swi*tng~.atl 
refinances debt when advantageous. In an effort to reduce interest rate risk ELI 14wd fix& intetae, m a  
$325 million, five-year senior unsecured notes in April 1999 that are guaranteed by the Cornpan%. fix &_9;t 

proceeds from the issuance were used to repay outstanding borrowings undtlr EJJ% flwtitrg rate k ~ n k a ~ &  
iacility The Company maintains a portfolio of investments consisting of both eqtlitr srrd debt +tr~a&ii$ 
instruments. The Company's equity portfolio is primarily comprised sf inveserneats ~ t r ;  c t s r n ~ ~ r r i c ~ ~ r ; l a ~  
companies. The Company's bond portfolio consists of government, corporiztc and municip2f &xed %?%x+m~ ' 
securities, The Company does not hold or issue derivative ox other financial i n s ~ u n ~ r x : ~  far tlrtgalittg 
purposes. The Company purchases monthly gas futures contract7 to manage ~ v ~ f ~ ~ d e f ~ n e d s ~ r n m ~ i ~ y  
flrrctuations, caused by wearher and other unpredictable factors, ass~oeiattd wi~h the Coi'apanf* 
conlmitrnenis to deliver natural gas to certain industrial custnmess at fixed pricm. Tiiis derivative Rrt&a&&rE 
i~~s t run~er l t  activity relates to the disconxinued operations and is nor material €0 the Ccrfflpahy'k~as$g~id&ke& 
financial position, results of operations or cash floxvs. 

t T E M 9 . Financial Statements and Supplementary Data 
The following documents are filed as part of this Report. 

3 ,  Financial Statements, See Index on page F-1. 

2. Supplementary Data, Quarterly Financial Data is included in the Fijii~riciai 5taccmcnrs isec 1, ::~QVE)~ 
i T E he, 9 .  Changes in and Disagreements with Accounranrs on .%c~ountilhg and Finsacid Dib$o$ttrc 
None 

Part  111 

Thc Company intends to  file with the Commission a deGt~itivc proxy stirterncnt fc*r: the 206,ffI rfqntel 
X4ccting of Stockholders pursuant to  Regulation 34A nor bier than 120 d a p )  sfrcr Dccc~hkt?: 3 t ,  t 999, Skc 
inforn.~tion called for by this Part 1D is incorporated hy reference ta rhar praxy SnPemcrbE, 

P a r t  IV  

I T E I V ~  1 4 Exhibits, Financial Statement Schedules and Reparrs on Farrrr &K 

(a)  The exhibits listed below are filed as part of this Report: 

Exhibit  No, Descript~on , '--,-- 

3,200.1 Restated Certificate of Incorporation of Citizens Vtilirics Campun?+ ~ ~ i t h  dlk anix~rtdmtfi 
to May 21, 1998, as restated July 2, 1998. 

3.200.2 By-laws of the Company, as amended to-date of Cirizcns tiriiiries U:a~utparr~;; wtch ;xfB 
amendments to May 20, 1999, (incorporated rtefercillze to Exhibit 3.2BC~~1 tu tjtk 
Registrant's Quarterly Report on Form 10-Q for thc six n~onrhs ended jrsna 3% l!?9Px 
File No. 001-11001). 

4,300.1 Indenture of Securities, dated as of August 15, 1391, to Chemrcai Bank, as "PM$ne, 
(incorporated by reference to Exhibit 4.100.1 to the Registratit" QuarrcrSg Regart on 
Form 10-Q for the nine months ended September 30, 1991, File No, 001-3 f oaf 3, 

4.1 00.2 First Supplemental Indenture, dated August 15, 1991, lincurporatcd try rcfercrtcrt 10 
Exhibit 4.100.2 to the Registrant's Quarterly Reporr on Form 10-€J for ~ k e  rrine rnon~hr 
ended September 30, 1991, File No. 001-1 1001). 



Descripcion 

Lener of Representations, dated August 20, 1991, from Citizens Utilities Ctt,xnyn:' ,atr+! 
Chemical Bank, as Trustee, to Deposirorg Trust Company (DTCf for deposit OF 5~4~i,rrt:i~s 

with DTC, (incorporated by reference to Esh~bi t  4.100.3 to the Regismint's Qr~atfcrfy 
Report on  Form 10-Q for the nine months ended September 30, 1991, 
File No. 0001-1 1001; 
Second Supplemental Indenture, dated January 15, 1992, to Chemiod Wzrnk, as Tr~ii;tw, 
fincorporared by reference to Exhibit 4.100.4 co the Registrarmt's Annual Ret~c)ct trrt 
Form 10-K for the year ended December 31, 1991, File No. 001-3,10031, 
Le t t e~  of Representations, dated January 29, 1992, from Citizerts 'tltilieics ,i~omP;tnr s,crtt 
Chmical  Bank, as Trustee, to DTC, for deljvsit of securities with DTC, i,tnebrl?c>rctkd b'i; 
whrence to Exhibit 4.100.5 tc the Registrant's Annual Report on Fornl 1CI.K for rhc y~+~.dts 
ended December 31, 1991, File No. 001-11001). 
Third Supplemental Indenture, dated April 15': 1994, ca C:heniical Balk, as 'Trnsttr, 
(incorporated bj- reference to Exhibit 4.100.6 to the Registrans's Form 8.K Ciurrcnr Rrprt~a 
filed July 5, 1994, File No. 001-11001). 
Fourth Supplemental hdenture, dated October 1,  1994, to Chernical Bank, as T~*Lxss~@+ 
tincopparared by reference to Exhibit 4.100.7 to Registrant's Form 8-K C:urrcnt Rc~jiirt 
&fed January 3, 2.995, File No. 001-11001). 
Fifth 5uppIemental Indenture, dated as of June 15, 1995, to Chcmicnl Bank, a$ 'T'rtnsrcc, 
(incorporared by reference to Exhibit 4.100.5 to Registrant's Form 8-K Guarenr Repe~ t  
hied March 29, 1996, File No. 001-11001). 
Sixth Supplemental ladenture, dated as of October 15, 1995, to CI~cmicaJ Bank, $13 

Trusne, (incorporated by reference to Exhihit 4.100.9 to Registrant's Farm 8.K C,;(LHC&~ 
Report filed March 29, 1996, File No. 001-1 1001). 
SevmH Supplemental Indenture, dated as of June 1, 1996, (incorp~racecl by rcft2rorrh;e en 
Exhibit 4.1013.1 1 to  the Registrant's Annual Report on Farm 10°K fur the year n~dtni 
December 31, 1996, File No. 001-11001). 
Eighrh Supplemental Indenture, dated as of L)ecember 1, 1996, (inccrrprxrixtcci t,y r e i z r z t ' t ~ ~  
ro Exhibit 4,100.12 to the Registrant's Annual Report on Form 10-K for x f w  ys,rq r;eclet,t 
December 31? 1396, File No. 001-11001). 
Indenrure dated as of January 15, 1996, beween Citizens Utiiitics Con~prny anti ~h%3rsidi 
Rank, as indenture trustee (incorporated by reference to Exhibit 4,200.1 rcl the Rcgtxcri~~~t'+ 
Farm 8-K Current Report filed May 28, 1996, File No, 001-1 1001). 
First Supplemental Indenture dated as of January 15, 1996, between Cirizcni; UECI~EICF~ 
Company- and Chemical Bank, as indenture trustee, (incorporated by refcrcncc rtr 
Exbihir 4.200.2 to the Registrant's Form 8-K Current Report filed May 28, 1996, 
Fife No. 001-11001). 
5% Convenible Subordinated Debenme due 2036, (contained as Exhibit A ttr 
Exhibit 4.200.2): (incorporated by reierence to Exhibit 4.200.2 to the Rcgil;eritrra"+ 
Form 8-K Current Report filed May 28, 1996, File No, 001-1 1001), 
,&ended 2nd Resrated Declaration of Trusr dated as of January 15, 1996, clri C',intct;$ 
&ilitie.s Trust, [incorporated by reference to Exhibit 4.200,4 to the Regi:stmnt& F { ~ T ~ I  f;.isK 
Cwrcnr Report filed May 28, 1996, File Xo. 001-1 1001). 
Convertible Preferred Security Certificate, (contained as Exhibit A-2 to Exhibrr 4.Ltlif 4i, 
(ificurFotated by reference to Exhibit 4.200.4 to the Registrant's Form 8-K C F I I ' T F ~ ~ ~  {4$iitaffL 

filed May 28, 1996, File No. 001-1 1001). 
Amended and R~stated Limited Partnership Agreement dated as af January 13, lq45 rrf; 
Citizens Utilities Capital L.P., (incorporated by reference to Exhibit 4,200,F; to rAe 
Kcgistrant's Form 8-K Current Report filed May 28, 1996, File No, 00 1-1 IflU 1). 
Partnership Preferred Security Certificate (contained as Annex A to Exhihit 4,30,~i3, 
~iEcorporated by reference to Eshibit 4.200.6 tu the Registrant's Form 8-Ii Curoa~g l i i t :~c l i l t  
filed May 28, 1996, File No. 001-11001). 



1:hibir No. 

4.300.8 
Dcscr~prion 

Convertible Preferred Securities Guarantee Agreement dated as ~i ,fmwt.y f $* EC"9$ 
between Citizens Utilities Company and Chemical Bank, as guarmrce tttrsxce, 
(incorporated by reference to Exhibit 4.200.8 to the Regtstrant*. Fo,m gaR C W P ~ R ~  ER@P~~FE~ 
filed May 28, 1996, File No. 001-11001). 
Partnership Preferred Securities Guarantee Agreement dated as 0): Janttars t.ji 19% 
benveen Citizens Utilities Company and Chemical Bank, as geai-atme rumtre* 
(incorporated by reference to Exhibit 4.2033 to the Registrant's Ffocm 8-F;t Crsrxcee R v p ~ t %  
filed May 28, 1996, File No. 001-11001). 
Letter of Representations, dated January 18, 19 
Chemical Bank, as trustee, to DTC, for deposit 
DTC, (incorporated by reference to Exhibit 4. 
Report filed May 23, 1996, File No. 001-31001). 
Participation Agreement beaveen ELI, Shawmut Bank Cannccticur: Nacisr~+~&IE A $ x s ~ r a t . ~ a g  
the Certificate Purchasers named tl~erein, the Lenders rlsnlcd tfrereinr, BA Leasing & 
Capital Corporation and Citizens Utilities Company d a t d  as of W p i !  28, f 995, *tnd the 
related operating documents (incorporated by reference tlo Exhibit EQ,Z rrf EL?; 
Registration Statement on Form S-1 effective or, Noverisber ST, 19197~ 
File No. 333-35227). 
Deferred Compensation Plans for Directors: d 
1984, (incorporated by reference to Exhibit 10.6 to tbc RegEijtrmt9 
Form 10-K for the year ended December 31, 1 
Non-Ernployre Directors' Deferred Fee Equity Plan dsted 3s of jnzie 2% 1994, WER di 
amendments to Map 5 ,  1997, (incorporated by sefe'erencc rls Eqhibirt A ra- thc Reg~st~$~:% 
Proxy Statement dated April 4, 1995 and Exhibit A fo the R4stnirst3 Prckxy 8httxnen;l' 
dated March 28, 1997, respectively, File Ku. 00"1-11002), 
E~nployment Agreement benveen Citizens Utilities Gonpany rrrsd teitnard Tow1 I?~~&EEVP 

July 11, 1996, (incorporated by reference to Exhibit. 'lD.1C4% co thtr Rtgkuranh QullraarSr 
Report on Form 10-Q for the nine manths ended Sepremher 36, l";li$h$, 
File: No. 001-1 1001!. 
1992 EmpIojree Stock Purchase Plan, (incotp 
Registrant's ,bnuaI Reporr on Form 30-K for 
File No. 001-11001). 
Amendments dated May 21, 1993 and May ).,I 
Purchase Plan, (incorporated by reference to thc 
March 31, 1993 and the Registrant" Proxy Stat 
File No. 001-11001). 
Citizens Executive Deferred Savings Plan dared January 1, 1996, 
Citizens Incentive Plan restated as of March 31, 2497, 
1996 Equity Incentive Plan and amendment dated Mag 5, iY97 WF W96 Eqarity fr~~egi.rtlrvc 
Plan, (incorporated by reference to Exhibit. A ta the Regisiriznr's Proxy 5tar~1.rt.wcfia d~tln%lf 
March 29, 1996 and Exhibit B KO Proxy Statcmerrt dated March ZX, t39?, ~GJ~CC~LYCI~~, 
File No. 001-1 1001 ). 
Competitive Advance and Revolving Credit Facility ~g~ecrnena ~ ~ W C C I I  Cg:~rrrze.ms frrtirnri 
Campany and Chase Manhattan Bank dared October 29, 1999, 
Indenture from ELI to Cidbank, N.A., dated April 15, 1999, with respect m KX,X's h,05"n 

Senior Unsecured Nores due 2004, (incorparaottd by reference ta ExhEbir l;fF$1?9,2 Et,$"t 
Alinual Report on Form 10°K for the year ended December 3 1, 1999, FiXc 3t.~ B4,%@3r. 
Firsr Supplemental Indenture from ELI, Citizens Utilitia @nmpa"?nt. arrd Gttxsiis 3c.ltrd1 
Conlpany to Citibank, N,A. dated April 15, f 399, with rcspeet to the BLO.F% 5e~rni~r 
Unsecured Nores due 2004, (incorporated by reference to Exhibir 1Q,Z42 of Eu'g Ar~nntr4t, 
Report on Form 10-K for the year ended December 31, 1999, File Srr, 0.243$Yr- 



Dtxiiprion 

Fcrrm of ELL's 6.05% Senior Unsecured Notes due 2004, (incorporated b~ rchcc~tte ttx 
Exhibit 10.24-3 of ELI'S Annual Report on Form 10-K for the year ended Dcccmber' 2 I ,  
1999, File No. 0-23393). 
Letter of Representations to the Depository Trust Company dated hpril 3, f 994, wtth 
respect to ELIS 6.05% Senior Unsecured Notes due 2004, (incarparated by rcferance ;n 
Exhibit 10.24.4 of ELI'S Annual Report on Form 10-K for the year ended Occrmbez 11, 
5 999, File Na, 0-23393). 
hssrr Purchase Agreements benveen Citizens Utilities Company and CT'E Carporitti.i>tr 
dated i L f ~  27 and September 21, 1999. 
h s c t  Purchase Agreements between Citizens Utilities Company and US Wst 
Cornmunimtions, Inc. dated June 16, 1999. 
Ptssct: Purchase Agreements bemeen Citizens Utilities Company asid Ainetimn %',ttor. 

$Forks dated October 15, 1999, 
Conxpuraticn of ratio of earnings to fixed charges (:his irem is included herart for the an!$ 
Furpose of incorporation by reference). 
Subsidiaries of rhe Registrant 
Auditors' Consent 
f owets of Anarney 
Financial Data ScheduIe 

Exhibits lO+S? 10.6.2, 10.16.1, 10.17, 10.18, 10.19, 10.20 and 10.21 are xnanagomerrt ctsrrtnsrfi: rir 
c~mpcBsarosy plans or arrangements. 

%E Cofrtpafiy agrees to furnish to the Commission upon request copies of rhe Rcalry and Chartci $ttsrrgii@st, 
daj-ar&d~r rif March 1,1965, made by Citizens Urilities Rural Company, Inc,, to the lJnired Starc!, r 3 f  , 4m&xi~~  
tzhc Rliraii UtiIiries Sesices and Rural Telephone Bank) and the Mortgage Notes svhid3 r h ~ r  IfinrrRag 
cecrrreii; and thescveral subsequent supplemental Mortgages and Mortgage Norcs; topics of rkc iftstrll~ilcna 
gorerning the longterm debt of Louisiana General Sentices, Inc.; copies of separate loan agrralrcnus. .if14 

t%-tmrtrrrs gt>'erning various Industrial Development Revenue Bonds; copies of dacurrr~x~rs reYrtrrfijc-.crl 
~5dcbrcdntrss ryi subsidiaries acquired during 1996, 1997 and 1998, and copies uf cbe crrcii~ npRel??etI&- 
&mma Etectrir: Li.gh~vsve, Inc. and Citibank, N. A. dated November 2.1, 1997, The Compnrq 3gr~:gg-t~j 
hrnisft: to the G>rnmk.:;sion upon request copies of schedules and exhibits to irerns 10.25, 10,26 and tO,.J-?% ' 

fb!. Rcpr& oa Form. S-K: 
'731 G m p ~ n y  filed on Form 8-K dated October 18, 1999, under Item S "Ocher Evend' artcf Ismi 7 
"Ex'hihrts,* a p ~ s s  release announcing that it had agreed to sell its water and wastewater ulisnktrorr.r gtx 

American Vareni VFotks, Inc. 

The. Company filed an Form 8-K dated November 10, 1999, under lrem 7 "E,~hihizs," a pr'nliai st;.h~e 
zgtnocncingj financial resulrs for third quarter ended September 30, 1999 and operatinp dam, 

2 % ~  Campany Eited an Form 8-K dated December 20: 1999, under Item 5 "Othcr Events" ;tr~ij lei-m, 9 
"Exi~ibirs," a press release announcing a definitive agreement to purchase 106,850 telqphonc crcrer? !mcs 
front G?E Carp. 



S I G N A T U R E S  
Pursuant to the requirements of Section 13 or 1S(d) of the Securiri 
has duly caused rhis report to be signed on irs behalf by the und 

CrIlZENS UTILmES  A AMY 
(Registrant) 

By: 

hlliarch 22> 2000 



Paesumc to the requirements of the Securities Exchange Act of 1934, this repon has bean s iw~d  b e l w  by 
the fallasving persons on behalf of the registrant and in the capacities indicated cm the 22~rit &ity @f 
,%f& 2000. 

Signature ntlc 

/d ~ O ~ T  J. D E S ~ S  
-, Vice President and Chief Financial Officer 

(Robert J. DeSantis) 

W LNINGSTON E. ROSS 
Vice President and Chief Aecoumtinl~, dlfi i~cr 

(Livingston E. Ross) 

a - -  " 

N o w  I. BorWINlK* - Director 
(Norman I. Botwinik) 

AARON I. FLEISCHMAN* -. ,. Member, Executive Cornrnittcc nncl El?.irc;:r;t>r 
[Aaxon I. FIeischman) 

STANLEY WENET* -- Member, Executive Corr~rnittee ancl Diccrtsr 
{Stanley Harfenist) 

-,*- ' - - X~dffww N. HEINE* 
Director 

[.rutdrew N. Heine) 

*_3L*W_1,- 

JOI-EN L. S ~ R O E D E R *  
Director 

Qohn t. khroeder) 

---L 

ROBERT D. Sm* 
Director 

(Robert D, Sif) 

--44-4.'+...' 

~(~OBERT A. STANGER* 
Member, Executive Corrimittce and Dlsr.r;~~r 

tRoberr A. Stanger) 

.."--I-- 

CHAP&ES W* SWGTON, JR.+ 
Director 

(Charles H. Symington, Jt) 

---' ~, ' 

EDw TORNBERG* 
Director 

(Edwin Tornberg) 

-7 

G L U ~  L. TOW* 
Director 

[Claitc L. TOW) 

* %wq: 
..d. -2.- 

Id XtrsBFJcr j. DES&?TS - 
[Robert J. DeSantis) 

Attorneyin-Faa 



C~cizens Ut~lities Company and Subs~d~ar~es  

I N D E X  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  

Item . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ..' ... ‘ Independent Auditors' Report " - + ................ Consolidated balance sheets as of December 31, 1999,1998 and 1997 - 
Consolidated statements of income and comprehensive income . . . . . . . . . . . . . . . . .  December 31,1999,1998 and 1997 
Consolidated statements of shareholders' equity for the years t: 

. . . . .  and 1937.. 
Consolidated stzteme 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  and1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Nates to consolidated financial statements 



r : * u r , r ~ l \ r Q E N T  AUDLTORS'  R E P O R T  

2 % ~  Eant'd of Directors and Shareholders 
Ci:irizgns U~iTit.i ts Company: 

We have audited the accompanying consolidated - 
subsidiaries 3s af December 31,1999,1998 and 19 
and cmiprefsemive income, shareholders' equity and 
rair?ic1fid;rad financial statements are the responsibility of 
is m expres:ss an opinion on these consolidated financial 

We. r;ond&etedour audits in accordance with generally accepte 
ithag we pfzn and perform the audit ro obtain reasonable 
are ke fd mllteriai dsstatemenr. An audit inc!udes ex 
~ t x i o w ~  and disclosures in the financial statemen 
gnn~ipla used and significant esemares made by 
safemmt iprwnta60n. BCre believe chat onr audits 

fa a: opiniod, zbe consolidared fimcial statements referre 
"&E giaatldai psidon of Citizens Utilities Company and m 
$987, o ~ d  rke results of their operations and their cash flow 
g ~ e t 3 i y  %crepted accounting principles. 

2 % ~  hewitxi in Note l(mj to the consolidated financial sta 
srceoblfizmrg in 1998 to adopt the provisions of the Anleri 
5~stmwrnt of Position {AICPA SOP) 98-4 YAccounr 
OR~;xineb for larema5 Use" and MCPA SOP 98-5 "Reportin 

P<k23*i Yo&* %C%J Yo& 
,"dfaft:h F 4, 



Citizens Unlitics Company and Subsidiarics 

C O l q S O L I U A T E f i  B A L A N C E  S H E E T S  
December 31, 1999, 1998 and 1997 

IS i~ thousands) 
Asses 
C ~ r r e n t  assets: 

Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . * . . . . .  
Accounts receivable: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Customers 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Less allowance for doubtful accounts . . . . . . . . . . . . .  
Net  accounts receivable . . . . . . . . . . . . . . . . . . . . . .  

Materials and supplies . . . . . . . . . . . . . . . . . . . . . . . .  
Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . .  
Property, plant and equipment . . . . . . . . . . . . . . . . . . . .  
Less accumulated depreciation . . . . . . . . . . . . . . . . . . . .  

Met property, plant and equipment . . . . . . . . . . . . . .  
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Deferred debits and other assets . . . . . . . . . . . . . . . . . . .  
Assets of discontinued operations . . . . . . . . . . . . . . . . . .  

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Liabilities and Shareholders' Eauiw . . 
C u r r ~ n t  liabilities: 

Long-term debt due within one year . . . . . . . . . . . . . . .  $ 
Short-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income taxes accrued . . . . . . . . . . . . . . . . . . . . . . . . .  
Other taxes accrued . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gistomers' deposits . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . .  - 

Total current liabilities . . . . . . . . . . . . . . - . . . . . .  
Deterred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . .  
Customer advances for construction. . . . . . . . . . . . , . . . .  
Dcferred credits and orher liabilities. . . . . . . . . . . . . . . . .  
Contributions in aid of construction . . . . . . . . . . . . . . . .  
Regulatory liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Long-term debt. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Liabilides of discontinued operations . . . . . . . . . . . . . . . .  
Minority interest in subsidiary . . . . . . . . . . . . . . . . . . . .  
Company obligated mandatorily redeemabic 

convertible preferred securitiess . . . . . . . . . . . . . . . . . .  
Shareholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total liabilities and shareholders' equity . . . . . . . . .  
* Represents securities of a subsidiary trust, the solc assets of it*b:ch ate oerurrrzcs @f 4 ~~&~icftapy p ~ ~ m ~ ~ x A t r ~ ~ ~ ~ * j j ) t ~ ~ ~ i ~ $ [ ~  s.&& 

assers of which are convert~blc debentures of the Company. 

The accompanying Nores arc an integral parr af these Cntuelrdstrcd PfzracrciaB %azcaa~atxc$, 

F- 3 



.E~ELX&J Utiliwis Company w.4 Subridiarits 

C J ~ N S ~ J , L ~ Q & T E ~  STATEMENTS OF  I N C O M E  A N D  C O M P R E H E N S t V E  
5& $ke YW Ea-&I Dtctrmb+r 31,1999, 1998 and 1397 

OptaG8g e2pen.m 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Y ~ ~ d f k a e ~ . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  &pmi-aGpn xad cfmni~ados. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ::peacia& t x p e ~ ~ s  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Taaf optrating e q e n s s  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  ii~oeu: i i o :~ ]  born operations 
. . . . . . . . . . . . . . . . . .  Km a ~ i i t i n g  p i n  on s&e of subsidiary stock 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  %ti?&rn%~t acme 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  it)fket- i ~ c ~ m e  Jlosf.), net.  

% h ~ n ~ m t a ~ t  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  fr%:etEs cxp,x$e 

I~CQ~SE %eTorr: tarome taxes, dividends on convertible preferred 
awd&e,  bi4conrjnud operations and cumulative effect of change in 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  a~sass~;ing 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Ir*cdmu~& 

3zzatise khrc: di.vidends nn mnvertible preferred securities, discontinued 
. . .  epratbnr a d  mmuiative c b  af change in accounting principle 
. . .  Z2gskgt& on ctts~cttibtc prefemd securities, ncc of income tax benefit 

I&,pim (5sacJ kfan distongnued operations and tumulati~le effect of 
. . . . . . . . . . . . . . . . . . . . . . . . . .  ckdhg~ in acceueung principle 

. . . . . . . . . . . . . . . . .  Ism& kern diwminurd operations, net of tax 

B~fje5 kfon ~umt;lativ:: effect d change in accounting principle . . . . .  
f5i&~hr%ve elit@ at ~14ange in aczounting principle, net of income tax 

. . . . . . . . . . . . . . . . . . . . . . . .  bf?, md &tc;! rnimriq idrerest 
". - 
; = + , f l r ~ M t  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

bkC& s~r&p~~) rc~ f ie t  incom floss), ner of tax and reclassification 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~$l%$&%ev& .... , 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Ti~saF r;r;rmptrhcrziivc income, 

is;eit~:t rbLk: hiatz discontinued operations and cumulative effect of 
cfr~3gr irr xrcoundn~ principle per common share: 
Ba,,2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ ,4S 
mu;,&<.'+ .-....,,... . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ ,45 

ftix&t&t fr~ra dkonrhued operations per common share: 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  @$,, . $,. $ . l o '  o':.... t 

3131- 4 * - * - , i . . . . *  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . "  $ .I0 

Z ~ ~ s r r  ~ % G E o ~ : E  eamubtrve effect of change in accounting princ~plc per 
ec)ai,mrr st;;ire: 
Ban: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ ,$5 
i)giu:& . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ .55 

%it ,ifigome pr conmloa share: 
&sE4: - * . .  ~ . 4 . , . , , . . , . , . . . . . . . . , . . . . . . . . . . + . .  . .  $ .SS 
tfa .,sit,e$ .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ ,$5 

* &dYdxtrd fa- o~bsctjum; stuck dividends, 

INCOME 

951c ac;aznpaqing S o t e s  are an integral part of these Consoiidated Financial 



Grizcns Utilities Company and Subsidiaries 

C O N S O L I D A T E D  STATEMENTS O F  S H A R E  
For the T a r s  Ended December 31, 1999, 1998 and 1997 

(S in thousands, 
except for per-share amounts) 

Balance January 1, 1997 . . . . . . . .  
Acquisitions . . . . . . . . . . . . . . .  
Common stock buybacks . . . . . .  
Stock plans. . . . . . . . . . . . . . . .  
Stock issuances to fund EPPICS 
dividends . . . . . . . . . . . . . . . .  

Net income . . . . . . . . . . . . . . .  
Other comprehensive income, net 
of tax and reclassification 
adjustment . . . . . . . . . . . . . . .  

Stock dividends in shares of 
. . . . . . . . . . . .  Csn~man Stwk 

. . . . .  Balance December 31, 1997. 
Acquisitions . . . . . . . . . . . . . . .  
Common stock buybacks . . . . . .  
Stock plans. . . . . . . . . . . . . . . .  
Stock issuances to fund EPPICS 
dividends . . . . . . . . . . . . . . . .  

Net income . . . . . . . . . . . . . . .  
Other comprehensive income, net 
of tax and reclassiiication 
adjustment . . . . . . . . . . . . . . .  

Stoclc dividends in shares of 
. . . . . . . . . . . .  Common Stock 

Balance December 31, 1998 . . . . . .  
Common stock buybacks . . . . . .  
Stock plans. . . . . . . . . . . . . . . .  
Stocl; issuances to fund EPPICS 

dividends . . . . . . . . . . . . . . . .  
Net income . . . . . . . . . . . . . . .  
Other comprehensive loss, net of 
tax benefit and reclassification 

. . . . . . . . . . . . . . .  adjustment 
Balance December 31, 1999, . . . . .  

Common 
Srock 
($,25) 

$59,788 
604 

(1,226) 
188 

The accompanying Notes are an integral part of 

H O L D E R S '  E Q U t T Y  

Awsulatcd 
Additional Other 

Paid-In Rrtiiincd Kbmg~hemk~.;;2 
Capital. , , , , ~ &&~I$~%W& 

$1,381,341 % 244,Wb 5 f7?M2) 
2,736 8,3Il3 

(47,326) 
6,380 

these Gorrsolidrttcd Firxancial 5tnerssm~~ 
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Ciuzefis UriIiues Company and Subsidiaries 

CQNSOL!DATED S T A T E M E N T S  OF C A S H  F L O W S  
For rht Years Ended Decernbec 31, 1999, 1998 and 1997 

rs th~usrnd~j - 
Nef a s b  provided by contkuing operating activities . . .  
Cash BOWS used for investing activities: 
Secarities manred . . . . . . . . . . . . . . . . . . . . . . . . . . .  
See~ic-ities sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Secwicies purstszscd . . . . . . . . . . . . . . . . . . . . . . . . . .  
Ctjnlsvuction rzxp En d' Itures . . . . . . . . . . . . . . . . . . . . .  
Business arqu~sitions . . . . . . . . . . . . . . . . . . . . . . . . .  
Other . . . . . . . * . . . . . . . . . . . . . . . . . . . . . . . . . . a .  

Cash flows from financing activkies: 
Lmg-~erm debt borrowings . . . . . . . . . . . . . . . . . . . .  
Xssuancis of common stock . . . . . . . . . . . . . . . . . . . . .  
Issuarrce of subsidiary stock . . . . . . . . . . . . . . . . . . . .  
Shnrc-t-rerrn debr tr~rrowings (repayments) . . . . . . . . . . .  
Common stwk buybacks to fund stock dividends . . , . . 

. . . . . . . . . . . . . . .  f,ofig-term debt principal payments 
Qt'ncr . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

f ssh vsrd fat discontinued operations . . . . . . . . . . . . .  (76,024) $ 1  -lf&jx$&4,t. 

Iaacarcr {deczease) in cash . . . . . . . . . . . . . . . . . . . . .  5,219 (3,B s 1 1 Gr63 23, 
. . . . . . . . . . . . . . . . . . . . . . . . . .  Czeh z,;l faunuxrr; 1, 31 7922 ---, 35 L..,,+ 163 -2 4aA,si3 

+8. ,-*-.-- >,LC % 

CasfiaeDeccrnber31, . . . . . . . . . . . . . . . . . . . . . . . .  $ 37,141 $ 32.921 4 34i*g,3 -- ~ Y ~ ~ * t  % a # 3 ~ * & L e A +  

b t  
1 fie acca-inpanying Notes are an integrai part of these Consolidated Financial Statements, 
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Citizens Utilities Company and Subsidiaries 

N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  

(1) Summary of Significant Accounting Policies: 

(a) Description of Business: 
The Company provides both regulated and competitive camrnunicarions sctrv l~s to fe~idet-iiibl~ 5ta~112i5  

and wholesale customers through subsidiaries and Electric Lightwave-, Ine. {ELf:. FA1 fs a h k i f r a s  based 
integrated communications provider providing a broad range of cornrnuaicalrions rewt~es rk rn l rph~e  the 
United States. The Company is not dependent upon any single geographic ;x,re.es or sin& C L ' S ~ Q & ~ D ~  fof ag$ 
revenues. 

In May 1998, the Company announced its plans to separate its ram;rrunispri~ns ~EJSFBES~F;:,  snG g&gc 
services businesses into two stand-alone publicly traded ccmpaies. Tire Comp,wj- bisilr~n~inuerd its 

separation plans when opportunities became available in 1988 to acquire tefecn:~mue-t$~atie~t?:~ pg(q~r3et -  
During 1999, rhe Company announced that it tiad entered iata vztia~s ~gi'm1.t"1~t'it$ kt* ~ I X L F & ~ + F  

approximately 91 1,000 telephone access lines from GTE Cosp. (CTE: and tf!i V e s t  Cn~m:lt~tilatic*f+s, f3~. 
(US West) for approximately $2,821,000,000 in cash. In August 3999, the Cn-mpan~h &>iifii *itat k3kret41;tt2;'+ 
approved a pian of divestiture by sale for the Company's pub'iic setuicos prLt7pmts, \orFttc;k hc!dc  gxiis 
electric and water and wastewater businesses. 

On October 18,  1999, the Company announced that it had agreed to $%It III diarec S I W ~  S ~ ~ S I C ~ Y I * F ~ ~  
operations to American Water Works, Inc. for an a g r e p t e  purchase gaicc of %BX9,t2#271kfli.%, rba 
transaction is expected to close in 2000 following regulatory appravds, 

On February 15,2000, the Company announced that ic had agreed to sdl its ~tt~tlrtisc titth~y c%jieeati@tts. th~r 
Arizorza and Vermont electric divisions will be sold tq Cap Rock Energy Ctbrp* &titi the: Eai~~i ,  CF,kwrfif 
electric ,division will be sold to Kauai Island Electric Co-a@ for an rtgfagatt pbaz~hgwz ~ P W  ~ i "  
$53S,CltrG,000. The transacrions are expected to close iir 2000 f~illowing tcg,u;atat;oq- +apptvri;zLg, 

The Con~pany expects to temporarily fund these telephone acecrs line pawhgjres wirh E.%& auld :_ ritl'9~ItRkk&flP 
balances and proceeds from commercial paper issuances, baked by mmathttrd halie. WI&O facithtn, 
Permanent funding is expected to be from cash and ir~vgsrnlcnt b;l!swts ami ;kc pr~xeads f ~ r f ~ i  "EE 
divestiture of rhe Company's public services businesses, 

(b) Principles of Consolidation and Use of Estimates: 
The consolidated financial statements have been prepsred in accotrfancr, wit& t;@aef&t$g. ia~"i;:;~plkd %c&-i;it:atirlg 
principles and include the accounts of Citizens Urilides Cornpimy and its s ~ l t k s ~ ~ l ~ ~ t ~ r l ! ~ ~  C::r~&tt~ 
reclassifications of balances previously reported have been made ta confornth tfi gwre~t  pretttutntin, 

The preparation of financial statements in conformity with gcntralilg aeryfed :rfc"g@tirrtttap gfic.tciplgr 
requires management to make estimates and assumprions that affect rhc reprel~ed amotiats ni ia~wtl aaJ 
liabilities ac the dace of the financial statements and the rcpaned arntiunrs of ret;cauiM cxgk$escs $tz~ulg 
the reporting period. Actual results could differ from those cstirnarcs, 

(c) Kwenues: 
The Company records revenues when services arc provided. Cer~ain ccranxrktttcarrarre fersnrat; are 
estimated under cost separation procedures that base revenues an cutccnt opcr~riag ea$t% at'lrcf i h v $ ~ ~ t ~ i e ' ~ % ~  

in facilities to provide such services. 

(d) Construction Costs and Maintenance Expense: 
Pmpcrry, plant and equipment are stated at  original cost, including gtner;tt aveihcscf and ;$st ~ i i e v t ~ n p  
funds wed during construction (AFUDC) for regulated businesses ,md cayriznIixetf itnte~st htt unr~~plafc t i  
businesses. Maintenance and repairs are charged ccr operating expenses as incurred, 



Qmrru; Ejnlirio Company and Subsidiaries 

N O T E 5  Tf) C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - ( C o n t r n u e d )  

,%F%DC xepreents rhe borrowing costs and a return on common equity of furlds used ru flttttm~ 
consrruction of regulated assets. AFUDCis capitalized as a component of addidons to property* p11bnt aaxtE 
eqr~ipmcnt and is credited to hicome. AFUDC does not represent current cash earnings: 5owecr, i ~ d c t  
estaWished regulatory tate-rnaking practices, after the related plant is placed in service, .:.:it: Elkrfirpap n 
pc~rniacd to- include in the rates charged for regulated services a fair return on and deprcciatisa~ of strclx 
a W D C  ineluded in pIanr in service. The amoLInt of ARIDC relating to equiry is inclutded in ather inc,4imeL 
net 6 2  J4?,W0, 52,700,000 and $4,566,000 for 1999, 1998 and 1997, respectiudyj and rfas mnliurrnf 
ittfkcing to iiaorrowi~gs is ixicluded as a reduction of interest expense ($2,330,000, 51,726,flDtt &%4 
SJ,l,72,OQ8 far 199Y7 1998 and 1997, respectively). The book value, net of salvage, of ratitihe prt;rVr$$ 
piant and tquipment dispositions is charged against accumulated depreciation for rcgulatcd opratioi.+, 

Capitatilled interest for slnregulated construaian acciviries credited to interest expense related ta i,?&,tb 
ap3td cqxndimre program amounted to $8,681,000, $10,444,000 and $4,693,000 far f 999, 1398 ttgd 
f SDf respetively. 

@i. D~pt '~aEion  Expense: 
Ekpfcdafiiurm expetnse, calculated using the straight-line method, is based upon the estimated scr+icr Mveia of 
$arlo~sclcae;bffclz~ans of propny, piant and equipment and represents approximately 7?Gq 6% and &%+ kxr 
TS9% 1988 and 1997, respectively2 of che gross depreciable property, plant and equipment, 

$fj Rqpfatasy hsm and Liabilities: - 
t3 .~"  G~mpany'~ regulated o p e ~ a t i o ~  are subject to the provisions of Statement of FinnncinI AccckxtrrF~nhJi 
St.$$itfrzsds 1sp14Sj No. 71, "cAccaunting for the Effects of Certain Types of Regula~il~n," SFAS 7'f ~"eeittlr~t 
regaiatcd entities to record regalatory assets and liabilities as a result of actions of regulators, 

f i e  Campany ccntiiluausly monitors the applicability of SFAS 71 to its replatcd operaiit~rts, $F,&S?j ma% 
gr ~ m ~ c t  i~itrtre date, be deemed inapplicable due to changes in the regulatory and comger i t iv~cnwirf~t \~~c~~u 
%n&rsr n ddsion by &_p Company to accelerate deployment of new technology, Lf the Ccmpsay were ra 
L-k:s~nPi$~a~ the application of SFAS 71 to one or more of its regulzited operations, the Company wohkfj Be 
t~q-hihfircd to ~vrjcc off its regulatory assets and regulatory liabilities and would be required to adjyat rbx~ 
w q h g  anomie of any o&er assets, including property, plant and equipment, rhat would kc 4ccfii.r;lrst nqt 
rae~vcr;lbtc refared ro these opetations. Tlie Company believes its regulated operations ccsnrmuc ro ~ % ~ K c ' F  &a 
efimtka far SFAS 71 and rhat the carrying value of its regulated property, plant and equipmenr i s  rccctvemblp 
zn acecrsdiurcr: wri$ established rate-making practices. 

ggS Xa)p&rmrmr of Lang~Liued Assers and Long-Lived Assets to Be Disposed Of; 
Tha Cempanp reviews long-lived assets and certain identifiable intangibles for impairna~rc w~henever wenrfi 
a6 LA;IG~E-I~ in cireumsrances indicate that the carrying amount of an asset may nor hc rrguvrtabb, 
Recrrv~rzbiliq of ascts to be held and used is measured by a comparison of the carrying amounr srh atx ~kycfipr, 
:o ftnt~re: wet cash flows expected to be generated by the asset. If such assets are considexerl tu bt. impisji+gcf, 
;tbr impairment fs~r,casured by the amounr by which the carrying amount of the assets exeecd the fax-v%luc, 
Dxirlirg the forutch qquaner of 1999, the Company determined that certain long-lived assrts in zhr 
Ceyrramu6~3tions sccrar were impaired. As a result, the Company recorded $36,136,000 of prc-tax cc'5r,arg~y 
an + p a  rrf atIler opemting expenses, including approximately $15,369,000 relared to a decisicrrr n.r$dr: by 
mamgemttnt to discontinue development of certain operational systenxs and qpproxtrrwaeiiy 
32iS,76?,000 rcland to certain regulatory assets deemed to be no longer recoverable. - 

thf Xnw~.tmmts and Shon-Term Debt: 
ftr~efrmmts include high credit quality, short- and intermediate-term fixed-income securities ( ~ ~ ~ i ~ r h d ~ j h t i  
x a t ~  art& municipal debt obligations) and equity securities. The Company classifies ia invrritrncim ar 
ptzrthare a5 svrrifabte-for-sate or  helct-to-maturity. The Company does not maintain a trailing par~iillii., 
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N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T  E ~ E h t T S - - f C u ~ i e ~ : ~ b t ? d : r  

Securities classified as available-for-sale are carried a t  estimn~ed fair market: 8;rlw: Thtfse~gci%5:ft?~s i r e  he@ 
for an indefinite period of time, but might be sold in rhe fumrr: as ch-hanges ia market earadrtrenr, t3r esj@aair 
factors occur. Net aggregate unrealized gains and losses related m such se~ufid$:%, akt af c&%e9 izfe r&~&i%$ 
as a separate component of shareholders' equity. Held-to-maturity srtccacirirs l '&pk~+z~ t~d  il-hast f ; ~ & ~ b  (Bt 
Company had the ability and intent to hold to maruriv and wettr car-ried $ti. $~sil~rtf~ed fag$. &d1~5& k w  
amortization of premiurnsldiscounts and accretion over the period tclrnaturit~~ laiert-sa;, &titde8d:s8r;d gaiis 
and losses realized on sales of securities are reported in lnvesunexlt incame. 

The Company evaluates its investments periodically to detetrm.int whether a~gr ddffic IS $,trip ~ d l l a e ~  k d ~ w  
the amortized cost basis, is other than temporary. If rElc C9rnpariy detssrr~incs eks a d&ne i~ isslid wahe q$ 

other than temporary, the cost basis of the individual iaves~ment wtiitt-tt?+ dwkh t 2 f w  W~IG% 

becomes the new cost basis. The amount of the write down 15 indudeti in E!lk~~k@ :;. !em. 

Commercial paper notes payable is classified as long-term debt wheh It- ig in@t'.&d~d r t ~  $c ~f i i3~hm4 with 
Long-term debt securities. In 1998, short-term debt represeared ebmmrrcial pqlp:$ fi~4tes p5tayaklhu t*-ht& VJGC 

repaid in January 1999 with the proceeds from the sale of the Campxrly3 ia~@strt.;snt i r k  <;e&c&%&*F 
Cellular Corp. (Cenrennial) (see Note 5).  

(i) Income Taxes, Deferred Income Taxes and lnvesment Tax C~dits: 
The Company and its subsidiaries are included in a canc;obditted ilirfk:thltai iriculuhusun p e t ~ r t k ~  TkscCk>~p&%y~ 
utilizes the asset and liabiliq method of accounting for incornrrt.sxesersi G ~ d o r  tikc ;es&tt :d$~i$l&Pitt$.~ e ~ + h $ ~ & ~ ~  
deferred income taxes are recorded for the tax effect 61E tempE)mr:ti e4t t fe t~a~~  k % V r n &  (kg 6@$hcia$ 
statement and the tax bases of assets and Iiabilities tistag taz iSMS exg~er~d t~'1 bc i@ dfiae the 
temporary differences are expected to turn around. Rrgdgrory a~rd iigkri&aieq ts& $g.aerr" die;; ttic!skk 
income tax benefits previously flowed tl~rough ta cusromea n t ~ d  i r ~ m  E-AC gbk~t%:~;~fi~e fef BF;~;T& use& &%&F~FF~ 
construction, the effects of tax law changes 311d the tax kncfif sswi~tr~d a+<$& 1ig&&tef%f8~4 defgt~ki-  
investment tax credits. These regulatory assets and Iiabiiirib:sre.egtc$e$irent dke r$tfiftfnbkzxteh i&~tcas@%@ $iCht!efiIaBO$ 
that will be reflected through future raternaking prw~t.$in@. That in~'at;fme@$ $a,% g ~ d . ~  FE%%%$B~ 
regulated operations, as defined by applicable rcguiacary au1h@rities, bdvb &$bh ~ t & f $ t ~ d &  tbd &Q6 Pdag 
amortized to income over the lives of the related properties. 

( j )  Employee Srock Plans: 
The Company has various employee stock-based corrrpensi?rinm p h s .  r"'C9vard~ katx6I$;i~ t h ~ e  phm aze ~ Z % W $ E % ~  

to eligible officers, management emplojrees and ncm-mattagbrrrtmt. exempt iarrd qngk-rxgspg, ~&pittx~$c$~ 
Awards may be made in the form of incentive stock ctprims, nrsn+qusfShtd rre& $$@tigas, sg#sk % g p t c e i G $ r \ ~ ~ ~  
rights, restricted stock or other stock based awards, Zhe Currr[r@rtp rcs:~~gnt%~.3;c~pm%,&n~atibfi~~&~$fi& i& 
financial statements only if the market price of the und~rlyirrg sregk f:zi:w& die rxsz~kr ep&t$o ~ L B  
grant. The Company provides pro forma net income nnd pro farorr:t trct i~5:4igt~ gcs G@GLPA~I:~I &wtl%~ 
disclosures for employee stock option grants made in 1995 and fuer@s.e: ~ c r ~ s  k&%ed uhc fatrv( .%f~ *.I.$ f&e 
options at the date of grant (see Note 10). Fair value of options &$;tdmf i3bc~%pt3~bii t ~ \ @ &  kk& B h ~ k  5e$ik~h%- 
option pricing model. 

(k) Non Operating Gain on Subsidiary Stock and Minority Irorrrast: 
On November 24, 1997, ELI completed an initial public offttrittg (fPQ:! rrf Q,B@c%,MO :+aila~es r r t  trs C,h$r :+ 
Common Stock. The Company's policy is to account for salr;~ 0% satbstdia~ $t~~:k 815 I:~&BM& ~ t ~ . t g & e ~ ~ j i  
transactions and as a result, in 1997, the Cornparty rccordcdsr pfr-tSX %re% QpeP&ar;erp g&r~t t t~&pp~~xk$pdt~!y  
$78,700,000 resulting from this transaction and contint~es rc, cctn$~%i\dare ELL 'I"kr tl:tra@st~~ ra;%&~ 
approximately 98% of the voting interest and approximncety 92% a$ she O L ' C , F ~ ~ L ~  a~nge114p  ia %il,C.$- 

Minority interest represents the minority's share of ELX5 Idss trtfat~ i:*iilbrnt I+% bridif: ,x$ r d  & ~ C E & W  JE, 
1999. The Company will be able to record minoricy irkrerest income a%.,%). rn ~ 6 c  e%ems gd rhc rnm~~iy 
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~ B I E P G ~ .  fl ELI becomes profitable, its earnings will be recopzed in full by the Company urltifr iames dkg 
Campany recagni-zed in excess of its economic ownership percentage are recovered. Afttrt such recovctv, t h ~  
Carnp~ap wiiirecard minority interest expense on the consolidated statement of income and uatr\pre,llrnsrvf 
iaearrac and wfE again record minority interest on its balance sheet. 

r"Z) Xet h[n~larne Per Common Share: 
Basic net income psr common share is computed using the weighted average nunbes of comnrrxl sh;rarsr 
s'iits~aridrg 55arriag &e period being reported on. Diluted net income per common sh;rrc: cettccrs rkt: 
peaareat ci'ilwiaa &at cwid occur if securities or other contracts ro issue common stclck were cx~reiard nr 
c a ~ ~ ~ ~ r ~ c d  iata common smck at the beginning of the period being reported om, Rorh Easlc arrd C)iiurr;.cl tree 
m,selm:s pt coinmnn share ca!cularions for 1997 are presented with adjustments $or subseqtrenr  to& 
d:c.iuS~nd~. 'Iherr were nno stock dividends declared in 1999 (see Note 14). 

imf Cbdrtgcs jxs. Awounmiag Principles: 
lrs; 5la~-& @9$, cI1e rlictwctnting Standards Executive Committee of the tUGPA released Smtclrncrrt of 
f-'axit1.t%n fS&F] 98-1, "Acccounrkg for the Costs of Computer Software Developed or Obtnirled far lrrt~rnat 
Us." $OP 98-1 requires that certain costs for the development or purchase of interrd-USE softw:trt: t\r 
cq&~iCz;r~i'! md --,a~atrixed ever the estimated useful life of the sofnvare and costs for the preli~nrr~ary prrttecr 
1 i B g  and chit: psr-hplemerr€atiod~perarions stage of an internal-use computer sofnVarc bcvch,pmts~%t 
iyhs.r,~jee~ k expensed .as incur:eb, Caplraiized sofrpare costs ~ncluded in construction wurk irr prtrgrcfts irflver 
m ~ e s h r  iftrerr:d!y devcfoped sand purchasedsofnvare. The impact of trhe early adoprjan af Sat' 9iS~l ta,fa tel 
dapzainsr, approxirn,zrzky 56,200,000 in 1998 that would have been expensed had the Cainpnrry nor t t tr jy 
s d ~ ~ g g d  5 6 P  ssa.r,. 

1z ghpri$ 592%, tkc Ascr~wdag Standards Executive Cornm~ tree of the MCPA released SOP 98-3, ' tRepor~in~ 
t:.n 63e %2t%3;1 id Sfart~tip Activities." SOP 98-5 requires that the unamortized portion of ifeferrcki start up 
eaF%$.z tx ,-%-itten sff and repurred as a change in accounting principle. Future costs of statc*up ;~r;dvjti~r 
&r_%jai$ skcn he ~x~ensed as incurred. Certain third parry dlrect costs incurred by EL,! in corrnct~jc~.rn v ~ ~ j i t l 5  
: i ~ ~ ~ ; ~ t a u a ~  ;fa4 searing iaitiai fights-of-way and developing network design for new rmnarkcr ciusa~ra rtr: 

Jr%~tii@~$ had k e n  capitalized by ELI in previous years and were being amortized over five ?cars, The 
Cc;sm*ay elecicQ ro caslp adopt SOP 98-5 effective January 1, 1998. The net book value of r h c ~  drf~~ru'rd 
,meck.?;kb ~tp0%93~994~000 which has been reported as a cumulative effect of a change in acco~ i r l c ing~ in~~p lc  
$3 rfjg qtgtemertr d iaccsrne and comprehensive income for the year ended December 31, 1995, rrlrt af air 
rag~jEe $ 3 ~  knstit of SS7?,OCID and the related minority rncerest of $483,000. 

3 2 %  &@p~g, P h t  and Equipment: 
"%+ c$~mpaam~ of propen); plant and equipment at December 31, 1999, 1998 and 3997 arc a i  feillow~; 

( S  tn thousanclri 
g.3" rtdtq:ic$nc ~~tasu. .c  pbnr . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,244,808 $2,Q67,566 $1 ?91;.3,1h'" 
*Peiephtk~c ce;c~lw,ii afftce. equipment . . . . . . . . . . . . . . . . . .  1,272,647 1,07/;,03Q 87Y ,%?O 
f r i i n r w a a ~ ~  sgsirrrrrs and ocher administrative assets. . . . . . .  619,865 501,870 1?3,&6Y 
~ ~ ~ d ' i ~ ~ : r ~ i . r ~ u ~ ' i x ~  work in progress . . . . . . . . . . . . . . . . . . . . .  286,836 372,218 339,3433 
Qzjr~s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34,498 .. ?@%3 ---,* =,.Z~,,L* 70 

8 ' s  p S$etrgwI atid r4-equisitiorts: 
Cgrt  b%xy 27, Scprember 21, and December 16, 1999, the Company announced that it had rntertrd intc~ 
&&fr~rihi:-c itqrrnwnrs ttr purchase from GTE approslmacely 366,000 telephone access liitrs tat rrS 
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E N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E ~ ~ E N T S - ( C . ~ ~ : I ~ U S ~ }  

December 31, 1999) in Arizona, CaTifornia, Illinois, Minnesora and Nchmskit. bt %pprfix~rrldrtr.fp 
$1,171,000,000 in cash. The Company expects that these acquisitions, whish. are srrb~er~ m r&its@ kE2t.h 
and federal regulatory approvals, will begin closing in the third quarter 2000. 

On June 16, 1999, the Company announced that it had entered into a saies af beEi&title apteemgn& r ; ~  
purchase from US West approximately 545,000 telephone access fines [as of Deeemha 31, 1-99) iff 
Arizona, Colorado, Idaho, Iowa, Minnesota, Montana, Nebraska, Norrrh Dakota mrf Wy&ml~g ~OE" 

approximately $1,650,000,000 in cash. The Company expects that t k w  aeqttizitr'ons, whi& are srrblts go 
various state and federal regulatory approvals, will occur on a state-hy-state- hasis and b s i ~  b&srr:gk 
the third quarter 2000. 

In November 1998, the Company acquired all of the stock of Rhinelznder Tetscc~~~~tttx~it"&ci.jrk~ fwC < ~ % 5  
for approximately $84,000,000 in cash. R:TI is a diversified ceiecornmrxnic~riotrs ck-&mpang rngsgcZ& iii 
providing local exchange, long distance, Internet access, ~vireIess and cabkt! tdevision servire2es tq &a!. 
markcts in Wisconsin. This transaction was accounted for using the purchase merhad nf~~"cot-mrie~g.ndik 
results of operations of RTI have been included in the accompanying :ifiancEaE statemez:i:f irbiri tkct!dr a% 
acquisition. 

In December 1997, the Company acquired Ogden Telephone Cornpatty fQgdc.f:$ im a stack io"rrzmk 
transaction. In 1997, the Company issued 2,306,262 shares of Common Stlack t&e&ccxhe tn f398, 
288,554 additional shares of the Company's Common Stock ware issued in eonfiEcrtar\ with, 
transaction. Ogden was an independent telephone operating comparlr providing ~etviccs ta tcsid&~t:iak-ain&. 
colmercial customers in Monroe County, New York. This ttansactiar; wag aecoamcd tijf ~ s i q  tkieflc>~Rwg 
of interests method of accounting and the results of opcriitiorrs of Ogldsin Rave bcm incltrefed i . ~  &a 
accompanying consolidated financial statements since the beginning af the i 997 yeai 

The follouring pro forma financial information presents the coabined rcstrlts dapeatic~fis el rke Cosnpaay 
and RSI as if the acquisition had occurred on January 1 of die year pretetifin~ &kt& t5f a~pwi~i~ i :c '~ t t~  'fbr 
pro forma financial information does not necessarily reflect rha r.csulrs ~f upat$eions h r  M ? G P E ~ ~  ~ B V B ?  

occurred had the Company and RTI constituted a single e~ltiry during witch paiods. 

i 99% .,,,"*A', 2, i i i ~ i i i iL~ l . , ,  t %%= 
i6 is ~kchui.lr~hL exctpt b~ pq&*Jli~e 

hOCli.rn&+! . . . . .  Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  a 59SO,W0 d537$,@~$' 
.. Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - .  $ 15,C%1B $ U,Q%I! 

. . . . . . . . . . . . . . . . . . . . . . . .  Basic net income per common share 5 .22 % Em 
Diluted net income per common share . . . . . . . . . . . . . . . . . . . . . . .  S .22 5, *&I 

(4) Discontinued Operations: 
On August 24, 1999, the Company's Board of Directors approved a plat1 of diuastitun: by s-dc: af the 
Company's public services properties, which include gas, electric: end tvatcr sad wastestlaatrf Basraes~~,tbc 
proceeds from the sales of the public services properties will bc used t~ ftmd rh& ~efephua~ ~ K C Q S  fine 
purchases. The Company has accounted for the planned divestitwe af the- p61blIe services prgesoies aie ar 
discontinued operation. Discontinued operations in the consolidated statemew of income & 
comprehensive income reflect the results of operations of the public services praperrica iil.ccftrdirrgit2i~i~a~ecI 
interest expense for the periods presented. Interest expcllse was aftocrrtrtf to di~~t~fteirlu~d Q ~ ~ ~ ~ S ~ Q Y I S :  b a ~ d  
on debt issued for these businesses. The debt presented in liabilities of discuntiriaed ageratinno trpcw~tg  
only debr to 6,- rransferred pursuant ro rkre water and wastetvarer and ekcfric asset s;ik zgrcrrnenrG- 
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NOTES TO C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - ( C o n t i n u e d )  

On Ocrober 18, 1999, the Company announced tllat it had agreed to sell, its wilter sr~d tfv;dhtg%%88r 
apetarians to -4rnerican Wgter Works, Znc. for an aggregate purclzase price of $S5$,tlOA,t2i~i4, 'Ikc 
trarisaccim is expected to close in 2000 following regulatory approvals. 

OnFebruar). 15,2000, the Company announced that it had agreed to sell irs electric ~1111iry u p c r ~ ~ t ~ ~ ; ~ + ~  'w'kw 
Arizona and Vermont electric divisions will be sold to Cap Rock Energ  Curp, and the Xauai fFIarr;.si~j 
electric division will be sold to Kauai Island Electric Co-op for an aggycgatc putchGt$~ ptme @ 
SS35,000,000, The transactions are expected to close in 2000 following regulnrory rippro-,*aIg, 

S m a r i z e d  financial information for the discontinued operations is set forth bdnw: 

Cu~renr  asset,. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 109,250 
Net propertyJ plant and equipment. . . . . . . . . . . . . . .  1,459,958 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other assisers 87,206 
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1 654.414 

L = e  

Gur~ent  liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 18,040 
Long-rem debt . . . . . . . . . . . . . . . . . . . . . . . . . . . .  133,817 
rlirhcr liahili~ies . . . . . . . . . . . . . . . . . . . . . . . . . . . .  158,412 - 
Total fi~biiities . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 310,269 - 
 revenue^;. , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 613,216 

. . . . . . . . . . . . . . . . . . . . . . . . . .  f4peraring Income 62,179 
fnceme taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,230 
Nsrincclme., . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 27,359 

$5 1 bslt;mmerzts: 
The cntrtpnricit:s crf investments st December 31, 1999. 1998 and 1997 are as follc~ws; 

1999 1948 
---9-- - 

($ in rhoussrtd~r 
hat:: and nunkipai securities . . . . . . . . . . . . . . . . . . . . . .  $233,021 $141,202 
S",c;-nalrfi&l Preferred Secutity . . . . . . . . . . . . . . . . . . . . . . .  - 107,679 
&P~xkaablr: cqtrit). securities . . . . . . . . . . . . . . . . . . . . . . .  243,591 3'63,661 
Jaint Vcrrrure with subsidiary of Century . . . . . . . . . . . . . .  - 49,38,$ 
Ckhcr firxed income securities . . . . . . . . . . . . . . . . . . . . . .  114,774 -& 7 JG,..k+ "19 

Total. * ,  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $591,386 $4ti4,146 
r ~;-~ra~-+%i 

In Jamat)-- 1999, Centennial was merged with CCW7 Acquisitior~ Corp., a company ~~g~nizecrf  thg 
t ; f i m d ~ n  of Welsh, Carson, Alderson 8L Stowe. The Company was a holder of 1,982,294 $k;+r~. &;,d 
Cenrennial Class B Common Stock. In addition, as a holder of 102,3 87 shares of Mvndatsriiy ~c$scinabf& 
Canvenible Preferred Stock of Centennial, the Company was required to convert the prttitx~cd ricoek ssrii 
sppnoxinratciy 2,972,000 shares of Class B Common Srock, The Company receivad i ~ p ~ ~ ~ r ~ f r g b f i ~ i j -  
$201,600,000 in cash for ail of its Common Stock inrerests and approximately $1'7,SIDQ,00fT rclj~ed-gk 
accred divjdtnds on the preferred stock. The Company realized and rcporrcd rr prc.tn?i $am af 
apprcrdmatety 569,500,000 in the first quarter 1999 in investment income. 
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MUTES TO C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T ~ - ( C O ~ ~ I ~ U ; ~ ~ )  

Qn October 1, 1999, Adelphia Communication Corp. (Adelphia) was merged wid$ Cenrut)-- 
Coramiiriisations Corp. (Century). The Company owned 1,807,095 shares of Cenrury Class A Gtlamofk 
St&. Pursuant to this merger agreement, Century Class A Common shares were e s c h a n ~ d  for 
$10,832,000 in cash and 1,206,705 shares of Adelphia Class A Common Stock (for a roraf rnarket~alueaf 
$;79,600!0130 based on Adelphia's October 1, 1999 closing price of $57.00). 'The Company realired xnd 
repnrtcd a pre-tax gain of approximately $67,600,000 in the fourth quarter of 1999 in Investment irtcomtr, 

A subsidiary of the Company, in a joint venture with a subsidiary of Century, o w e d  and opemzed f~~~uiur- 
cable television systems in southern California serving over 90,000 basic subscribers. In July 1399, the 
Catnp~ny entered into a separate agreement with Wdelphia to sell its interest in the joint ventme. Pltrsuaar 
to this agreement on October 1, 1999, the Company received approximareljr $27,700,000 in ash  and 
1,852,302 shares of Adelphia Class A Common Stock (for a total market value! af %333,JBO,OOO tr%sed on 
Adclphia's October 1,1999 closing price of $57.00). The Company realized and reported a pretax gain-+f 
approximately $83,900,000 in the fourth quarter of 1999 in Investmenr income. During 1993, the 
Conljmny recl~issified the cost related to the Company's joint venturc with a subsidiary of Cerrtwy fnam - 
other assets to investments. Prior year presentations have been restared to conform oa the ctrxrcar 1-~2g 
prcsaltacion. 

Tlre Chairmen and Chief Executive Officer of the Company was also Chairman curd Chief Executive 0ffit l .a~ 
of Century prior to its merger with Adelphia. Centennial was a subsidiary olF Century until i t war; roI& 

'T'J\e following summarizes the amortized cost, gross unrealized holding gains and lrrsseb and market 
vnluc for investments. 

U n r c a l i ~ c j g l d i y  agfqafe 
&v~swzn3~ Ciassificatio~l Amonized Cost , Gains _ (Jps$cfl,= >\krkstA\g 

(S in thausanda 
As -. .- of December 3 1, 1999 
Available-For-Sale . . . . . . . . . . . . . . . . . . . . . .  $567,208 $ 37,OZS S(12,847r QSI,3geS 

As of December 31, 1998 
*--.: 

Held-To-Maturity . . . . . . . . . . . . . . . . . . . . . .  $107,679 $ 15,673 $ - % JZ5,3ST 
Available-For-Sale . . . . . . . . . . . . . . . . . . . . . .  215,228 100,328 f8*475j 30?4Q$2 

. . . . . . . . . . . . . . . .  Joint Venture with Century 49,385 -- a l9+3%5 
As of December 31, 1997 --- -7 

ilcld-To-Maturity . . . . . . . . . . . . . . . . . . . . . .  $107,679 $ 7'8,608 $ - $186283 
Available-For-Sale . . . . . . . . . . . . . . . . . . . . . .  284,630 19,473 il3,JSS) 290,820. 

. . . . . . . . . . . . . . . .  Joint Venture with Century 49,196 - - 49, f 96 

The anlortized cost of held-to-maturity securities plus the aggregate fair market valuc of at.iliYaMc-f&cir~.s~tc. 
sec~~r-ities for each year presented above equals the total of investments presented in [he: forcgaiaR 
investments table. 

Marketable equity securities for 1999, 1998 and 1997 iilclude the Conptmy5s i;i~&tacni in f4ung;irina 
'Telephone and Cable Corp. (HTCC). The Chairman and Chief Executive Officer of the Compsnp rs &a tr 
member of the Board of Directors of HTCC. 

117 2995, the Company made an initial investment in and entered inta definitive, sgrccrnena 4 t h  tdPCC, 
The investment in HTCC had declined in value during 1998 andin the fourth quartrr af 'tBYS rreana$enr&nr 
determined that the decline was other than temporary. As a result, the Cornpilrriy rccugajacd 3 lea (ti 
$3'1,900,000 in the HTCC investment in Other income (loss), net in 1998. 
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En May 1999. Inconnecrion wid1 HTCC's debt restructurmg, thc Company cnnccllcd a nncc obligarrrkn &t:xnx 
HTCC to che Company and a seven-year consulting services agreement in exchange for rhc isr(~itsnca h~ 
HTCC ca the Company of 1,300,000 shares of HTCC Common Stock and 30,000 shares bf Ffl"C2Cs 5% 
caauerrib~e preferred stock. Each share of HTCC converrible preferred stock has a Irquidatian unlm at'$?f:! 
and is convenible a t  the option of the Company into 10 shares of HTCC Comnlon St~h~ld. To the t:;armit tire 
1,300,000 HTCC common shares and the 300,000 HTCC common shares tmderlying the I ~ E c E ~  
eanvertible preferred stock do not achieve an average market closing price of at least $7 per xt~ars Iw 
twenty trading days ending March 31, 2000, MTCC has agreed to issue additional IlTCC ecrti,ukr:ibta 
preferzed shares with a value equal ro any such shortfall. 

Az15ecemkr 31,1999, the Company owns approximately 19% of the HTCC shares presently nuts$&ttcfiog, 
The Cj3mpanyfs investment in HTCC is classified as an available for sale security anif accounted hs using 
thecost method of accounsing. Additionally, the Company has exercised its right tn nosair~src rme 47'16tdkr 
ob the Board of Directors of KTCO. 

{f ix Fair Vdue of Ficancial I n ~ ~ ~ m e n t s :  
nu fd l~wing  table summarizes the carrying amounts and estimated fair values. for ccfvtaln I$ I ~ P  
CnmpanyS financial instruments at December 31, 1999, 1998 and 1997. For the oshcr Cirtnrrclai 
insttuments, represenring cash, accounts and notes recei~,ables, shol.1-term debt, accounts paynblc mid 
ac~ratlCf 'tiabilities, the carrying amounts approximate falr value due to the celadvdy shorr mmcu~jrie~ 47C- 

those instruments. 

1999 7 998 19"" 
-.-,--.-..~4*<',-+-*~ yc%- *- .-, -"",. 

Carrying Carrying Cany~ng 
AIUOB~Z --- - Fair Value .4mounr Fair Value ---, himiunt #.,.--!-,A h IP 'b'~~bl#~~ - , 

IS i n  chousandsi 
ia~smcrte . , . . , S ,591,355 $ 591,386 $ 463,146 $ 479,819 $ 447,hY,q $ 5LQi,*%(l,Jc 
Lt~aptcrrn debt . . 3,107,460 2,046,541 1,775,338 1,884,631 1,SS3,Cf07, ~l,&&2$v@'2' 
EiXPfCS . . . . . . .  , 201,250 226,909 20 1,250 171,566 201,250 t119, 1 Y 4  

'The Faif value of the above financial instruments are based on quoted prices a t  the reporting zlgrc Fnr P ~ U ~ Q  

fmitncjal inmuments except for the investment in the Centennial Preferred Security and rku Joist tf~ygute 
P V S Z ~  Gf;iury+ f%e fair value of the Centennial Preferred Security was estimated so her its occrercQ izhlk!~: $4 
December 31,1997 and its ccrn~ersion value at December 31,1998. The fair value of the Joint L'cnture wjak~ 
Qnruq was c.s;titnarcd to be its book vaiue (see Note 5) .  



Cit~rer~s iStiIitics Company and Subsidiaries 
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(7) Long-term Debt: 

Debentures . . . . . . . . . . . . .  
lt~du<trial development 

revenue bdnds . . . . . . . . .  
Senjnr unsecured notes . . . .  
ELI bank credit facility . . . .  
Rural Utilities Service Loan 

Con tracts . . . . . . . . . . . .  
Other lang-term debt . . . . .  
Carnrnercial paper notes 

pnyablc . . . . . . . . . . . . . .  
Total long-te~*m debt . , . . 

Weighted average 
interest rate at  - Dereml~~q 3 L . , 

December 31, 1999 Maturities $998 lg99 --- -- -..k&i4,-- by? 
($ in tli~uvjaad@ 

7.34% 2001-2046 $lJOOO,O0O $IlOO@,UOil $.t.iSOd,O~ 

T'bc mtal principal amounts of ir~dusrrial development revenue bonds were 5369,5~35,000 ia I999 anti t9F8 
and 6349,935,000 in 1997. Funds from industrial developmolt revenue bond issunncei u e  hub4 by ;r nuirre 
urxd yoslilying construction espenditures are made at which time che funds axe re'iv~sctl, Tlrr ernezunrr, 
presented in the table above represent funds that have been ~ s e d  for consrructiolri thr~trgh Decemhes 93, 
t 999, 1998 and 1997, respectively. 

On lleilclllber 31, 1997, certain commercial paper notes payable were clai;siiied as lung- * term dcifrzarl: hec~rirse 
rhc obligations were refinanced with long-term debt securities. 

'Iho Company lias available lines of credit with financial institutions in the nnotlna ~f S3.OMl.Q@O.(lfiB, 
with associated facility fees of 0.06% per annum and $200,000,000 with no ~~ssoi.iete$ hekltey i g w ,  which 
expire on October 27, 2000, and another $200,000,000 with associated f%C!ilit]1. fcts of B,B7ii25'?~ per 
annum ~rthich expires on December 16, 2003. The terms of the latter line of crcdir pmridr thc Gt,mp-;mr 
with cxtcnsion options. There were NO amounts outstanding under these camn~irmrnn at UI~enihcr $ 3 ,  
1999. ELI has commitred lines of credit with commercial banks under which it may krrraw up tb 
$480,090,000 which are guaranteed by the Company and expire lilovcrnbc~ Zi, 2002, "the Ei l  fradtt 
facility has an associated facility fee of 0.05% per annum. As af December 31. 1999* 036B,Cr00,0f10 IPS 
outsranding wider ELI'S lines of credit. 

In April 1999, ELI completed an offering of $325,000,000 of five-year senior unseccttrcli nares, "E'ke vnotev 
bavr on interest rare of 6.05% and mature on May IS, 2004. The Company has gr l a r~~ tccd  rhr prp-trnr oi 
principal and any pren~iulil and interest on the notes when duc. 

The Campeny's installment principal payments, capital leases and rnaturiries of long tam debt tor the ~ C % Y  
five years are as follows: 
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Kaiders of cenain i~ldustrial development revenue bonds may tender a t  par prior to mamriry, The ne88 
tender daxe is April I, 2001. for $14,400,000 of principal amount of bonds, The Company e ~ p ~ t , s  tcr 
temarker allsuch bonds which are tendered. In the years 1999,1998 and 1997, interest paymcnu or\ ~ ; t ) t i i t k z  

and fnnp;-term debt were $93,017,000, $77,038,000 and $69,566,000, respecrivdy. 

f5) Chxn.;paay Obligated Mandatorily Redeemable Convertible Preferred Securities: 
Duringrhe. first quarter of 1996, a consolidated, wholly-owned subsidiary of the Campany, Gicizsns tiritctrp~ 

<%be Ximsr), issued, in undenvrirren pubIic offering, 4,025,000 shares of 5 76 Con~p'~n!r Qbkigateb 
itlrandatariiy R~deemable Convertible Preferred Securities due 2036 (Trusr Conven<b!c;. Preferred S&uai$ic~ 
srr EPPICSJ, representing preferred undivided interests in the assers of the 'fiasr, with a 1iqtficf;ttiort 
pc&rcnr;% of $50 per security {for a total liquidation amounr of $201,250,000), The p~~l'ncecils from 
issuance of the Trust Convertible Preferred Securities and a Company capital ~;ontribucion tc+ere usecktcii 
purtkase $2i37$475,000 awegate liquidarion amount of 5% Pa,rtnership Convcrriblc Preferred Sc4:orities 
dat 2036 fro= another wholly owned consolidated subsidiary, Citizens lJtiliriw Cnpiral L.?, [tb* 
Partnership>. 'Fne proteecis from the issuance of the Partnership Convertible Preferred Securities axrcf 5 
Gmm~ary czpitd corrtl-ibudon were used to purchase from the Conlpany $211,756,050 aggreg,lte p ~ ~ c i p x l  
arrsmm af 5% Convertible Sub~rdinated Debentures due 2036. Thc sole assers of rhc Trast a$t: tkg 
ParmersKip Can~wti&Ie Prekrred Securities, and the Company's Convertible Subordinated L7ebcttturcs are 
subsxanriaftp rtli the assets of the Partnership. The Conlpsnyys obligations under the agrccmvnrd ~eias.tc4 iw 
the itsmnilw of such securities, taken together, constitute a h ~ l l  and unconditional guarantsr by thz 
tampany of the Tmsc's obligations relating to the Trust Convertible Preferred Scouririeii attd tks 
Pa;mcr;,kip'~ obligations relating to rhe Partnership Convertible Preferred Securities, The $ 7  S;a6,722,Ot)i) ~f 
nce p c ~ e e &  from the irrsuances was used to permanently fund a portion of previous ncquisicirmi ok 
te~e~urnm~iniarions properties. 

I I ~  ~ccoadance ~ l r h  the tcrms of the issuances, the Company paid the 5% intercsr ori rhc Ctkytvc~kitPh 
Subardlnaz~d Debennues in Citizens' Common Stock. During 1999, 1,004,961 sh:tres mE Camrnc~rs %qck 
wete iswd ra the Pamership in payment of interest of which 976,464 shares were sold by tlzc P E ~ ~ ~ X I $ P ~ ~ I Z ~  
to satisfy 3szfih cfividcad payment elections by the holders of the EPPICS. The sale5 p r n c ~ ~ d $  w r ~ c i  ctr~ 
sewlning 221,2497 shares of Common Stock were distributed by the Partnership to the Trum. During 1.441, 
3,3589,2735 &arcs of Common Stock were issued to ihe Parmership in psymmt of inreretit c\f %vhrek 
t$99J.31 shares were sold by the Partnership to satisfy cash dividend p a p e n t  elections by rile i~niif#rfi of 
r&EPPIdlS, The sales proceeds and the remaining 84,043 shares of Common Srock werc dit;tr$b~:reci by st~c 
f & " a s ~ ' , e ~ & 1 2 % ~  :ha Trust. During 1997,986,579 shares of Common Stock weto: issued ra the ParsnerrMp in 
p%ylQent: af interest raizvhicb 952,007 shares were sold by rhe Partnership to satisfy cash diviciend I Y & ~ ~ P ~ ~ T P ~ E  
e1r:cxiorrs by &c fitrldcrs of the EPPICS. The sales proceeds and the remaining 34,572 ~harcg of @ir'lrrfiof~ 
Srwk wfge disrribured by the Partnership to the Trust. The Trust distributed chc cash arrd whurs-;tc 
dirrd&ds $0 the holders of the EPPICS in 1999, 1998 and 1997. 

f9j Chpitd ~ Z O C ~ :  

Ths Campany isauthorized to issue up to 600,000,000 shares of Common Stock. Quarterly citrrck dtvi~/~id% 
hid k e n  dechred and issued on Common Stock and shareholders had ihe option of enrnthng in chs 
"Gmmtsn Stc~k Dividend Sale Plan." The plan offered shareholdess the opportunity rci have their ~rrjak 
bi.aj&aif$ s.d$ by the plan broker and the net cash proceeds of the sale discributeri to  them cluartcrty-, 

-EIw ,tmrruna and timing of dividends payable on Cnnlrnon Srock are within the so!c Qiricrrciorr r)% tho 
th~rrpanp9 b a r d  of Directors. The Board of Direciors had undertaken an  rxrensivr review %hq 

Cofi~pa~y'Y &%end palicy in conjuncxion with its review of strategic options for rlx Campaily. i1\ !:l$l. 
Ragkingiforrx this review, the Board concluded that the Cctmpany discorltinuc dividel~cis aker the jxpjrfignf 
al xbz Q z c e r n ~ r  X998 stock dividend. 
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the financial statements for options issued pursuanr to the Managemenr Equity incentb-c P ~ A  C&gK&fi, 
Eqaicy beenrive Plan (ELPJ, Employee Stock Purchase Plan (ESFP), ELI Employee $tack Ptre!-r$%c Em 
[ELI ESP)  or EW Equity Incentive Plan (ELI EIP) as the exercise price for such optiotns LYBS ~qir$iXI tti~~h~q 
mxrket price of the stock at rhe time of grant. Compensation cost recognized far the Carrrpa~y5 I$ftk"tixrs" 
Befesced Fee Eq~lity Plan was $481,540, $463,798 and $351,017 in 1999, 1998 and 199Yt raspetivsl~ 
Hd t i e  Company determined compensation cosc based on the fair value at the gram datc f n r  nshlEll-r, L l t  
ESPP, EL! E5PP and ELI EP, the Company's pro forma Net income and Ner incan~e cQtYttiUrn 9bdtv 
would have been as follows: 

1999 -- 1948 
i--- 

{%uL+ 
v-- l"." r 

( 5  in rhouaand+) 
As reported $144,486 $57,6166 zA tb,DQrt 
Pro forma 130,613 4 6,00.5 y,-f 3 

5 e t  Income per common share As reported: 
Basic $ .5S $ .tl, $ ti+ 
Diluted -5.5 , "..- 5 3 *I,,%$ 

Pro forma: 
Basic $ .50 $ .IF, 5 1 
Diluted .50 $18 c f> 

The hll impact of calculating compensation cost for stock options is not reflected in elre ~ T L ,  E'nzfileamnrjnr.s 
ahat.:: because pro forrna compensation cost only includes costs associated with rhc vwced pnnic>a ~f 
options granted pursuant to the MELP, EDs ESPP, ELI ESPP and ELI EIP on or ahar Janriair~ 1, tY96 

In November 1998, the Cornpensation Committee of the Company's Board sf Dirccrorw a p p w  g ~ i  B stfg$- 
~prion exchange program pursuanr to which current employees of the Compnny (excl~qlirjg ~ i r ~ g ; t ? ;  
cxc~btrivr: offirersf holding outsranding options, under the MEIP and ED' plms, tvittx ar\ cxercisg g ~ i r ; ~  I.$: 
txeas aXSf 0,00 had the right to exchange their opriorls for a lesser number of new optiolts with ;lfl,~xcr&ih~i: 
price of $?.?5. k calculation was prepred using the Rlaclc Schcvles option pricing mndtal nn 4stetrxlitl;si: a f i r ~  

cxcftsnge rate lor each eligible grant in order to keep the fair value of oprjong exrhsngrl!d t.ilrral rtj fa@ 
value of &c aptions reissued. The exchanged options maintain the same vesting and expjratiarx agtxmla, 'F"!~IJ~ 
stmk opdon exchange program had no impact on reported earnings and resulted in an aggragdirs: nqt 
reduction in shares subject to option of 2,202,000 for both MEIP and EIP. 

In August 1998, tire Compensation Committee of ELI'S Board of Directars approved it S S O C ~  ri~pfi(le'r 
exchange program pursuant to which employees of ELI holding outstanding aptions with ~ 1 . r  cxer~~ae p g ~ q  
in txcr:ss of 915.50 had the right to exchange all or half of their options for a lcsscr numbcr of ruw Q~&$.I~S-? 

with an exercise price of $8.75. A calculation was prepared using the Black Sch~les aprion paeiag ,wiitik c c ~  
derernrinc rhe exchange rate lor each eligible grant in order to keep the fair value of upticrtl~ cxcij~i~txggsl 
rquai ro the fair value of the options reissued. The repriced options mainmin the $am$ se&gg ;#at! 

mpirladan terms- This stock option exchange program had no impact on reported earning3 and rc~ t iZ~~( i - t~ i  
ner rducticsn in shares subject to option of 546,000. 

Botb ELI and the Company repriced these employee stock options in an effote to retain e~nplr.rycr_g a r ,  I. a PIFI~P 
#firerr a significant percentage of employee stock oprio~is had exercise prices chat werc rilncrve tat$ r n a ~ k ~ r  
F ~ ~ I u c .  No c~mpensation costs have been recognized in rhe financial statements as rhe exercise k~r$r-v4:1&4~; 
cqnal ro rhc: rnizrkcr vaIw of the stock at the date of repricing. 
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Management Equity Incentive Plan 
Under the MEP, awards of the Company's Common Stock may be granted to eligible ofJii,~cr~~mmagrrncnr 
employers and oon-management exempt employees of the Company and in suhridiaria in rhr fotm of 
incentive stock options, non-qualified stock options, stock appreciation rights (Shitr), restrided -hdtf~dJi &r 
other rrock&based awards. The MEIP is administered by the Compensation Committee of tbs ~ o a d  ~i 
Directors. 

The maximum number of shares of common stock which may bc issued pursusnt to twardr. oi any lime in 
5% (13,103,812 as of December 31, 1999) of the Company's common $to& out~anrling~ No  awsrds %ill 
be granted more than 10 years after the effective date (June 22, 1990) of the .WP.  The cxcrrirc prier nf 
stock options and SARs shall be equal to or greater than che fair market value of the undcrlymg eommbn 
stack on the dace of grant. Stock options are generally not exercisable on the dare n i  grant birr rot uvcr a 
period of time. 

Under rile terms of the MEIP, subsequenr stock dividends and stock splits have tthc effect 01 ii~crearis~g t f~e  
option shares outstanding, which correspondingly decreases the average ererasr piice al oktrnsntting 
options. 

The following is a summary of share activity subject to option undv the MBR adjusted for r u h ~ q c n r  
s a c k  dividends for 1997. There were no stock dividends declared in 1999, 

Balance at  January 1, 1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Options canceled, forfeited or lapsed. . . . . . . . . . . . . . . . . . . . . . . .  

Balance at December 31, 1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
UpP?;ans granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Oprions exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Options canceled, forfeited or  lapsed . . . . . . . . . . . . . . . . . . . . . . . .  

Walancr at December 31, 1998 . . . . . . . . . . . . . . . . . . . . , . . . . . . a .  
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Optjc>ns exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Options canceled, forfeited ar lapsed. . . . . . . . . . . . . . . . . . . . . . . .  

Malaneti ac December 31,1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

In 1998, as a result of the stock option exchange program approved by rhe &ampeluation Crrrnajnrr;,f the 
Board of Oirecrorr, a rota1 of 3,801,000 options were eligible for cxshangt, onf nh& 3,354,000 optinns 
were canceled in exchange for 1,869,000 new options with an exercise priec of $7.75, 
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The fol?ito%ving table summarizes information about shares subject to options undcr the XIEII' d x  

Decttrnher 31, 1999. 

Range of 
Exercise Prices 

$ 4 -  5 
7 -  3 
8 - 10  

10 - 11 
21 - 14 
14 - 15 

$ 4-15 

Weighted Average 
Exercise Price 

!L 4 
8 
9 

11 
12  
14  

$10 

- Options Outstanding - 
Weighted Average 

Iiemaining 
L~le  in Years 

5 
6 
8 
5 
4 
4 

5 

Number 
Escrcfs~ blt. --.-.., 

14,13!)0 
1,889,Q00 

8156,1100 
1,360,0053 
2,343,600 

559 iIO0 -.,--A-- 

7,63 lJLlCJ(j 
-+L- - 

+'!+he wttgtfxed average fair value crf options granted during 1939, 1998 and 1997 werr: $:3,17, $ T 2 ?  ; \ ~ d  
$423, respitivety. Fur purposes of the pro forma calculation, the fair value of each etptletl gllanr: 4% 
eaiw$sti.d or; the date of ,vans. using the Black Scholes option pricing model with the Follnwlng fit~ig,f.rtntJ 
acerage ar;sumption$ used fvr grants in 1999, 1998 and 1997: 

1.999 1993 -.,,. :* .,--,..;,,. 
r- 1 - "iC" %Avidead +id. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  *,.*- 

I,,ir &.pacd w~tariliry, *. t?), 29 Vu &, &,, , . i t  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Kt&+iree isiterest rare 5.32% 4 6,f 33i.c 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Ezwcred bifc 6 ycsrs 4 yc.;i:rg 'Y: pfctLk 

1ISttriz$g ISYS, the: Campany granted 566,494 shares (adjusted for subsoquenc stock div~dends) H E  c ~ t ~ r c k e c i  
srwk att'~rd5 to key employees in the form of the Company's Common Stock, Nunc of thr re~itrrc:~ecl WGjh, 
may hGsc.t3dr assigned, pledged o r  otherwise transferred, voluntarily or involuntarily, by dre ert~y~tci$see rir+r.rl 
ths m:ricietiarts lapse in January 2001. At December 31, 1999, 5$9,974 shares of resrri~tcill i;ra,& ~vE*:; 

wI,ttgt.za~brrrge Ccrmptnsarior. expanse of $1,268,000, $1,288,000 and $1,302,000 for rhz yrt,&fli ~ k d e d  
December 31, 1999, 1998 and 1997, respectively, has been recorded in connection wrilr rheaa. grlroti 

Equixg Xneenxive Plan 
En 199E;, rhc shareholders of the Company approved the EIP. Under the EIP, awards oi rile C,:f~ntpi.i:rt 'q 
G t ? a u 8 ~ ~ ~  Srock map be granted to eligible officers, management employees nod nnrr~~marrsp$tnoyri. 
t:nplcrq:ecs af thc Company and its subsidiaries in the form of incentive stock nprlons, non-qualfirett =trick 
opaoas, srwk appreciation rights (SARs), restricted stock or orher stock-hased awardk Pile Ekkf 14 

~dmrfii$tered by ahc Campcnsatior~ Committee of the Board of Directors. 

Thc nuximum aumber of shares of common stock which may be issued pursuant tn akv;~rc)s ; r ~  Jny ttnte n i i  
f 2,83$,0<)@ sld~ares. which has been adjusted for subsequent stock dividends for 199'7, "Sheer: iveta rltr iirr~hi; 

divtdrnds ilcclared irr 1999. N o  awards wili be granted more than 10 years after the eFfrctrve s l ~ r h  f3 Iey  $ i, 
144$i ir l  rhc EIP. The exercise price of stock options and SARs shall be equal to or grtnccr rh;ln tj.rtc tali! 
;nerkrr sntae of thc underlying common stock on the date of grant. Scock oprirmri arc g+ncra421y ytrrc 
cu~rirsahfc nrs the dare of grant but vest over a period of time. 

- - tinder :be Z C ~ ~ S  of EIJ?, subsequent srock dividends and stock splits have the eftect ct t  iri~ja:rpt*~$r-:'t~- 

F;1pnoS sh,ztcs ourstantding, which c~rres~ondingly decrease the average exerase prict: irk tr~c"i~tru~B~&g 
rzgtxnrer. 
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NOTES T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - ( C o n t i n t r e d )  

The following is a summary of share anivity subject to optian under the EIP adjusted fur mbsqu-etxc stwk 
dividends far 1997. There were no stock dividends declared in 1999. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Balance at January 1, 1997 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . .  Opeions canceled, forfeited or laplsed 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Bahnce at Oecember 31,1997 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Options granted 
. . . . . . . . . . . . . . . . . . . . . . . . .  Options canceled, forfeited or lapsed 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  hlancc at December 31,1998. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Oprions granted 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Op~iolls exercised 

. . . . . . . . . . . . . . . . . . . . . . . . .  Options canceled, forfeited or !aped 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Balance at December 31,1999 

As a result of the stock option exchange program approved hy the Compenst~tiorr Canmittee af eh$Zk!%krb 
of Dizectors, a total of 2,453,090 options were eligible for exchangrt, of tvkiurh 2,12,3,WW% w t i 6 ~ ~  *$E@ 

canceled in exchange for 1,606,000 new options with an exercist' price nF $?.$S.. 

?he following table summarizes infsrmarion about shares stlb;i:ct to options tmdw rh{: EfP at U C C Y ~ ~ F ~ ~ ~  3% r 

1999, 

%M*.- 

Options Outstanding -- -k,--db- S l ~ h ~ g  e.H,~-ta-,r4,-~-4.,-kd-dA &et&i*&bFe 
Wtighttd A ~ c a g c  

N~imber Range of Weighred Average Remaining ~uttibcs Wct$b~td A?$%? 
Outstanding Exerc~se Prices Exercise Price Ilfc in !%;trs .. hcfn*abit llSiCLk4 arb$, o,," FZ~ct~~:;st: -#.. ap-",J ..+"xh,3 &<FX *v 

3,625,000 $ 7 -  8 $ 8  9 #35@O $ 8 
1,504,000 8 -  9 9 8 1 ,B26,ts,QOFT Y 

133,000 9 - 1 0  9 8 33,0063 Sr 
417,000 10 - 11 10 8 E36.000 1 41 _ 900,000 11 - 13 12 10 d,w.w.d~--~MM Uw =+.w 

6,579,OB .,-- $ 7 - 1 3  $ 9  9 z&&?%.*fm P 41' EXDO $ 8 

Tile weighted average fair value of options granted during 1999, 1998 arid 2.PY;' t ~ s  S3,4&, !kJ,,E4 ,IX~F.~ 
$4,25, respectively. For purposes of the pro forrna caiculacion, hhc fait t.dhic ~f cl:teh opatm @.;rat a 
csrimaeed on the date of grant using the Black Scholes optian priei~~g matic\ t\ifleh- the followin& w~iff!~te& 
average assumptions used for grants in 1999, 1998 and 1997: 

rsq? 133% g,g++? 
:--t."ii."*% ......*.A,.-. '*.+ .z*a,=<,.,**.$*%+s 

Dividend yield. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ,*-- *sat. I-: 

Expected volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ," 99 ya ,+a "F:@%; ,~.S$;I., ad, FB+. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Risk-free interest rate 5.47'7$ $.Sil:i% &:f$$i.. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Expected life 6 ye&,r$ 6 j z"; l~$ 7 yea$$: 

During 1999,1998 and 1997, the Company granted restricted stack n'ivards tn key rrrrpflzye~s in tlrc 'itrrtn~ Q$ 

the Company's Common Stock. The number of shares issued as rcstriacd $twk atsnrdfi d~xrl!i& t Y Y 9 +  ),%% 
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NOTES T O  CONSOLIDATED F I N A N C I A L  5TATEMEMI5 - j fZan :a~ i t : e r f~  

under the ELI ESPP was 328,664. For purposes of the pra fern3 calzaf;ktim, casrtp~as&#bs ~&9% k , 
reccsgnized for the fair value of the employeesy purchase rights, which was estiniareil wi@g &eBt&ck $$MI!W 
option pricing model with the following assumptions for subscription jsitrds Iregimingfs; $993 dnd B931: 

Expected life . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

The weighled allerage fair value of those purchase rights grsnred in 1999 dad '8998 
repectively. 

ELI Equity Incentive Plan 
In October 1997, the ]Board of Directors of 

exercise period for such awards is genera 
shares for issuance under the terms of t 

The following is a summary of share activity subjcm m opticart tkndcr ale  ELI iBR 

Balance at January 1 ,1997  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , .... 
.. Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , , , 'L T2& O~bt% -2%* ..-?a f ~ , ~ ? " +  

Balance at December 33, 1997 . . . . . . . . . . . . . . . . . . . . . . . . ,  , ..... 2,93$,0&! 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , .. * L C  U,4$4i.l,rCb@3 

. Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . .  .. LL ' \ ft%F huq- @@@I 
Balance a t  December 3 1, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , ... 2+33tsB@t1 

Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  + m e . . *  1 E9%9,$Rg~ 
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , ....... , g k %S,gWl 

. Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . .  , ... , 8686 &@&XI 
*ilky.ky .  """2"!&i 

Balance ar December 3 1, 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2a&3kL@2k 

were canceled in exchange for 880,000 new opri 
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%;EQTE$ TO C U N S O L t D A T E D  F I N A N C I A L  S T A T E M E N T S - ( C o n t r n u e d )  

The faItorlirir~g~bl~z summarizes information about shares subject to options under the EZP at E3ezcl-rthcr , i t ,  
$999, 

. .,...- -- Options Ourstanding 

%s&ixr h n p t  of Weighted Average 
ots*+i*s &= Exercise Price Exercise Prices . 

41 ,WO $ 5 -  8 $ 7  
2,3DY3-lliW 8 -  9 9 

sr_~,rrats ao - 1s 13 
xd3Boa 

---_.ly 
15 - 18 16 

5 $74=@@j 
i- *r YI -*- 5 5-18 $1 3 

- - 
Rrmaining Numbsr \Vcigl~trd ~ + ~ g f ~ x b @  

1.1te in Years hercisnble E~c~errrc PJIL~IC~,~ 
w w r m * *  

%or pl;-bp.psc~ of the pro forma catculation, compensation cost is recognized for the fair value of ttrc 
m~pJ~yecs* purehse righrs, which was estimated using the BBack Scholes option pricing mcrdel svitEr tktc 
ieitwzing &sr;umptions for snbscription periods beginning iin 1999, 1995 and 1997: 

1999 r 999 ~.~j-q%. 
- .  -:"!A$49," h,:2<4:;~c:is,$ 

B%i.d.t:ri;f yidd. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - .*- .VW 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  E Z ~ S C C ~  ~~f .&~i l ' i g -  66 OI:, "?I Yi X X ; $ ~ ' -  iu. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  X4:bfrcc irr:cresr rate 5.34 0/'0 5 . ~ 4 , ~ ~ %  S:#E'%% . ,+ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Bzp%tbd SIOG 6 years 6 years '? yq;@%: 

3 % ~  weighted-average fsir value of those options granted In 1999, 1998 and 1997 were 56,11;, $6'94 ,rrJ 
55+1.3, trspectivel~; 

Ei , f  b a  ,rm$linted 610,000 restricted stock awards to key employees in the form of Class A Conlrncrn Stt3tw"ki 

axam am i P 0 ,  Thae resrictians lapse based on meeting specific performance targets. Ar Uecembcr 3 C-, t 98% 
$84,&% shares of rbir stock were outstanding, of which 259,000 shares are no longetr~ ra$c~igu& 
C Q I F " I ~ ; ~ S  expense w a s  recorded in connection wxh these grants in the amounts of $2135gTDc?6~t 
$4,QbQ+m6 axxd S2f9#0fr for the years ended December 31, 1999, 1998 and 1997, respcccivtrly. 

Djt([cat)rs9 Dafemed Fee Equity Plan 
-6s z M Gef3;dplrt)yt~ Son-Ernplayee Directors' Deferred Fee Equity I'lan (the Directors' Plan) was apptc~vad ky 
ah-~tetnttrcfer~ an &fay 19,2995 and subsequently amended. The Directors' Plan includes an Oprirln PI;;m, a 
kwk 2"Ea~ and s Formala Plan. Through the Option Plan, an eligible director may elect to rect:iv~ rfg k($ 
599,@&1 per ;anrram of his or her director's fees for a period of up to five years in the fnrrxr of i~pciana tas 
n~tfrhikbe Canrgnnp co rmon  stock, the number of such options being equal ta  such fees clivided by 20% ttf 
t? - 
t,bg hi t  asuxkcr vsfue nf Company common stock on the effective date of the aptians and ere exercis8ble zc. 
gktkT6 of 1h4: t.narkc.r. value of Company common stock on the effective date of the optiurls, Th~nugfi rhrz 
51~3~5: l i x t ; l r ,  an eligible director may elect to  receive all or a portion of his or her director's fees ia rhr ff?u,vm uF 
F I m  U-:ntts, rite number ui such PIan Units being equal to such fees divided by the fair n~srkext valtrc $sf 
sk:~rrupatrp J-.onm?or! rcmk on certain specified dates. The Formula Plan l~ovides each I3irtlcro-1,~ af, rQ 
li~rt.ip~'"~~ ~2ptrtmMtu purchase 5,000 shares of common stock on the first day of each year beginning iti tQQ' 

~!r:~ti~fui:tg &rau& 2002 regardless of whether the Director is participating in rkc Oprion Plan or. $x~zlb 
Wizn. Irk .,ratditlir?ir, rrrt Seprcmbcr 1,1996, options to purchase 2,500 shares of com~nan sruick ~ L R F E  firixriwdra 
C;Y& LP~.s~LSG~::  *fie exercise price af the options are 100%1 of the fair market value on the: darn nf grxrlt, ;txri~l 

&t- opmni are cxercisab!e six months after the grant date and remain exc!rcisablc for t c t l  yea% rikur rhg 
yznt &re, Iir $he evenr of termination of Directorship, a Stock Plan participalnt will receive the v:\!uc tsfxirck 
Pbafi fjsito in cicher stuck or cash or installments of cash as selected by the Participanr nt rhr: I I ~ Q E  ;.jt ~ i s r  
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N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - [ C ~ ~ ? ~ I ~ ~ ~ ~ ~  

rt:lated Stock Plan election. As of any dare, the maximum number of shares of commtsn stack t'ihte!~ t 6 ~  Pbn 
may be obligated to deliver pursuant to  the Stock Plan and the maximutrt rki~rutber ttf shares tat ~ u m m m  
stockwlaich shall have been purchased by Participants pursuant to the Option Ptan -and ~skliih ~ 6 1 1 - k  ts~tacd 
pursuant to outstanding options under rhe Option Plan shall nat be marathani onepetsonzt I?-::! n i  Zrtg F P Y P ~  
outstanding shares of Comrrion Stock of the Cornpany as of such dare, srrbjeca tuadjuut~ne~iar x r z  gh~c.,irraroS' 
changes it? the corporate structure of the Company affecting capiral stock, Thrz wtlr$ lt7: d g r ~ ~ r t ~ ~ s  
paxdilipating in the Directors' Plan in 1999. in 1999, the total Options and Pii~x,~Units eaanesf wefe $$3i9$~Z;i 
and 15,027, respectively. In 1995, the total Options and Plan Units earrled wege I S$,i590 ,r-nd Z&,&~Y%~ 
respectively. Tn 1997, the total Cjptions and Plan Units earned were 158,1k38 and I8,liFgT- cespc&tivcf~ 
(adjusted for subsequent s t ~ c k  dividends), ,4t December 31, 1399, 671,472 oystiuns were ~ L ~ ~ c ~ + B ~ ~ c  A T *  

weighted average exercise price of $9.66. 

On  December 31, 1999, the Option Plan and the Stock Plan ofi the Defer r~~d F473 Equity Ptza C X ~ ~ Q K %  $R 
accordance w i ~ h  the plan's germs. In replacement of these plans, the non-employe Jrrel;.tt?t$ nnr;tc haw-sh 
choice ro receive 50% or 100% of their future fees in either stock or srock units' Jf ,erjxk ~s Izi'zccck ~ h c  
will be purchased at the average of the high and low on the Gist trading disrc of :he pxtt {lnftr~! skLi&sz 
VaIue). If the average price is lower on the last trading day of N~t'en-iliier {Pinal b#at~krr lQli~c'i, wtb 
adjusemenr will be made by payment of additional stock to  bring rhe shares. paid up ctr P ~ C ~ ; B ~ ~ E C  Y S ~  %h8ce;1 
purvhasable at the Final Market Price. If stock units are elei~ed, t h q  rvilt be ~turchttgcd at S$"k ~ t t  :be fmf;r:t! 
Marker Value. In the event of a lower Final Market Value, an wijustmeni: wiii be r.i.,qtd~ by ppsfi'tr;t-% sg 
addirional stuck to bring the shares paid up to the number oi &arcs putihas:~bte ar  he S'~~TB~&~Z?P&ICF P B ~ C S ~  
Stock units (except in an event of hardship) are held by the Company uariX retinm",~ ~ r .  ~!r&i.~i-r, 

The Cornpany had also maintained a Non-Employee Directors' %etiremear liqrtrs prhtltc$&g few rkf pz~%gaP 
of specified sums annually to non-employee directors of the Cornpan); rur their dcsiw$&d t%1be$ik&kg9, 
srarting at their retirement, death or termination of dircctorsbip af each i~~fli$ividuaT dl&i%~~f; f& l'.ii%@i. $he 
Company terminated this Plan. In connection with the termination, the value as af kjay &%1. tqt.r9, ~ J E  the 
vested benefit of each non-employee director was credited to h i d e r  in the &arm af sttxk an&%, 3rli~h Irefigii~ 
wi13 be payable upon retirement, death or termination uf the dlraaotsb~g, Each patritip.nr had r,lattii 
July  15, 1999 to elect wherher the value of the stock units awarded tarauld 1bt: pagbYc isfkr@s~aif>n of 
rhe Company (convertible on a one for one basis) or in cash. As of Dceenuber 31, tWQ,rbe lubrlity irbtsk@k 
payments was $3.7 million of which $1 -6 million will be payable in st:mk thlzseti srrr 'thejsky 3 % .  t**Q9ft~w& 
price) and $2.1 million will be payable in cash. While the number of sksrcs ~ : p f  m& ~$E-=&IC 1 ~ 7  &&& 
directors electing to be paid in stock was fixed, the amounr of cash ~r;ryabIc so tht~sc Blssuitt*r?~eie~fb~&it~-h 
paid in cash will be based on the number of stock units awarded timer; the prrce kh ~?;nywr~t:cLxw~ 

(11) 1999 Restructuring Charges: 
In the fourth quarter of 1999, the Company approved a plan ru resrrttcrwra rhs C:arnpen~% cs$pt-kt&t~qitrki'f: 
aceivjties. In connection with this plan, the Company recardrd e prc-tax: ch~ tge  QE $$+?&f8dEj4% x s r  t i ~ h q ~  
operating expenses. The restructuring results in the reduction oi 49 iloryatatc w~pterwn~ A+ yw:: gxirf &B 

process, certain job functions are being outsourced atid others diminarcd. AH f~iiecrcd trinpf~tyrw ~:er4 

csmmunicated to in the early part of November 1999. 

As of December 31, 1999, approximately $221,000 of the c o s ~  ktd beerr wi3 atid k 7  crn~ioyce~ Wrrs 
terminated. The remaining accrual of approsimateig $5,539,000 ir eceardt.6 tn &i!tr*r CdrXbJrlt ihbt3fihfl~9. 
These costs are expected to be paid in 2000 and the rernainittg employees *tlE he t t tmt@~ted rrr Zt%J& 

(12) 1997 Charges to Earnings: 
During the second quarter of 1997, the Company recorded appmximndy ).9197,9t30,0if@sa'pra.tzr ekstgec 
to earnings of which $153,500,000 related to continuing operariims sad $4.T,&OO:I,Qlfi') ,riilsqt*s~rntte4 
operations. For continuing operations, tile charges rcsitlrcd from a ~ea:-ct-stu,rzi~~ cerza:: baslr;~c.; 
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h i Q % f S  TO C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - [ C O ~ ~ I ~ L ~ ~ ~ )  

rmiegicr including its out-of-territory long distance aggressive growth strategy, acrcow~ting poliq chnnp 
gi EU in anticiparion af irs inirial public offering and curtailment of certain empIo~+er brliefit p b n i ~  Pol 
divanrinued operatius, rhe charges resulted from public utiliry rep la tor i  comtliission orrlcrr rtnf rSr 
~rrrraifmtrrtt sf cenain employee benefit plans. 

f13) f i?i;.aikf Tam: 
Tkefbll01tring is a reconciliation of the provision for income raxes computed at federal s t a t ~ l t ~ p  frites :n ~hr: 
acxaa! amwnt: 

3999 14% 1 %!p -- 3--, . .rv *- - - -4 

{S in :hu~illtat&f 
Consolidsted tax provision at federal statutory rate . . . . . . . . . . . . . .  $65,773 5 111,353 J f.423 
Stxe income t3x provisians (benefit), net of federal income Tax. . . . . .  1,266 j49St L,J52 
A I l ~ ~ ~ a n c c  for funds used during construcrion . . . . . . . . . . . . . . . . . .  (1 ,072) i 3 Jlli f l.4J Ti 
S4i-atzxa.hle investmen; income . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,60?! (2,932) (4 ,:'& r 
Amrrrtiizati~a of i~ruestm$nr tax credits . . . . . . . . . . . . . . . . . . . . . . .  (613) tS4Mr i b S 3  
FIG% thzoigh dcpreriadon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,706 J,IY'if :Ir,!lflh 
Tt;r *eser~e adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I,&$$ i4,:'~Cfl 364 
I* caspany uw-sltld life iasurance 2,SYY . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $61 t,2"0 
M&wr;:~ mawest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8,290) (2,433) Ui" 

AfI ~ Y F ~ C D ~ ~  at%. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 72 t34 1) . .  1 7 3  --.- ..q-...."h9w, 9,.Y- 

$64 587 $.-.3,fj4K 3; I 9ah ;LA- .,-I, c,..114.:*& ;h7sl&jap?zf 

43 ~~2fcr~cs~?zihr 3 1,1999,1998 and 1997, accumulated deferred income taxes amounted ao $4Sl!,qD.L,ijO~, 
@95Z,h993,r(30 2nd $408,310,000, respectively, and the unamortized deferred idvesrrrranj ttlx cpedr~k 
ornoanred ftr %9,30j,UQO, S10,609,000 and $12,398,000, respecrivdy. Income cases paid durir~g the 
w~rd: SPP5+01)0, $5;ii,334&10t) and $17,765,000 for 1999, 1998 and 1997, respectively, 

Tbib" C L + ~ ~ ) C Z R C ~ W  01 the net deferred income tax liability a t  December 31, arc as ~ u [ ~ o ~ v s :  

W~krrdtdil i ~ ~ m r n e  tax fiabilities: 
. . . . . . . . . . . .  P r q c t ~  pfam djtld equipment basis differences 

R~t~T;saesry assca . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  athgLnH 

k"efer:,d t f i ~ ~ m r  XSX assets: 
R g g ~ k f a : ~ ~ ~  $tshiliries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . .  Dt;tate.d Ini;@3tfTlk!11E tzx credits 

. . . . . . . . . . . . . . . . . . . .  Scrr dcierrcd Income tax liability. 
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The provision for federal and state 
equity, includes amounrs borh pay 
below: 

Income taxes charged (credited) to the: income staternmt &T 
conrinsiig operations: 

letusem: 
. . . . . . . . . . . . . . . . .  Federal 

. . . . . . . . . . . . . . . . . .  Stare 
..................................... Total currsnr 

Deferred: 
Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ......+..-.-+.;. 
hvesment tax credits ......................... ....... 
State ............................................. 

Total deferred . . . . . . . . .  
Subtotal . . . . . . . . . . . . .  

Income taxes charged (credited) ro the income szzamr f ~ r  
discontinued operations: 

Current: 
. . . . . . . . . . . . . . . .  Federal 

. . . . . . . . . . . . . . . . . . . .  State ............+.-..u.+-,-s;.= 
Totalcurrent. . . . . . . . . . . .  F . + + . . . ~ i . . + i l . . .  - . - w . . - . L  

Deferred: 
Federal . . . . . . . . . . . . . . . . . . . .  ‘ . . . * ~ I . ‘ 9 a + ‘ ~ " i . L 4 1 c 4 0 F  

bvesrmenr tax credjrs ..... 
Stare .....,................-..d....,.~.~4...~z.. 

Total deferred . . . . . . . . .  
Subtotal . . . . . . . . . . . . . . . . . . . . . . . .  : ......... + .. .a* 

Income tax benefit on dividends on convertible ptefrrtrcd srciltirieg: 
Current: 

. . . . . . . . . . . . . . . .  Federal 
Stare . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . .  Subtoral 

F-27 
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1999 1988 t,wir - I--- n*. - -1. - 4 

15 rn thousan&! 
htcrme tax benefit an curnuIative effect of change in accounting 
p~ineipf2: 

Gsrsrefit: 
Fedrss! . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - (4781 +2nsh 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Ean - - iiap 
----e - - = P -  ,%.-+b,.z.s.,u * ?  

Sz1Ster4 . * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 147s) *-w - -**--+-I ,,?*.* w * w  ?-+, 
* *% Ti%1 lncamc r;rer charsed m the income srarement (a) . . . . .  74,965 -=' /--- A.&~J 

Inmra:: taxes &argtd hcre&red] so shsseho1ders7 equity: 
Dsfc~id income raxes i:3enefirs) on unrealized gains or losses on 

rea381m dassified as available-ios-sale . . . . . . . . . . . . . . . . . . . .  (25,906) 32,793 631 s 
C ~ z e e r  btstiilt adsing &om srock options exercised . . . . . . . . . . . .  iled) &Lt!21 -"-.All -A,..* %..&"-,& 

~ ~ ~ C O W P L  wxes ch-azged [~rediredj t o  shareholdms' e q u q  {b} . . , , 7 - - A  33 75-  ,-,,,, 6 b 55; ,,,,,, 
i2c . . . . . . . . . . . . . . . . . . . . . . . . . .  i r s r d  inrlvmc taxes: ZiibBtus ibj $ ~cbz&$ &4&~& 
hw r m Campm,.:fs alternari~e ~irnimum tax credit as of December 3 2, 1999 icr $92,11*i,E)frO, >v;t'hic:& cira k > ~ -  
carded f~>,?i.anii iadeiinitefji to reduce f u m e  regular ras t:a$illl,r: This benefit is included a$& dcEtk a g ~ i ~ 1 3 ~  
BCGPU". iscorn: raxes. 

~ 3 . 1 ~  Xet I~COGTE Per Common Share: 
?I?): ,f~ce)$cfiiakiun cJi &e net income per common share calclulation for the years rndcri December ,: i, f.99, 
1 9 3  a~i.4 f 997 is ar fdb~vs: 

1999 1998 1997 
..---.-n--PI.wQ .mi-**<, ,,pi 

(S in thousznds, except for per $hare amounrsj 
Per Pcr kt 

bcomc Shares Share Income Shares Sharc lncamc Sbifiu 
---1 - - ---_ I_-- - ---- 

k* . v K  2FiZrb)me per 
cQ~r@isn $hwt: 
. 5144,486 260,613 5.55 $57,060 258,879 $ 2 2  510,100 240,226 $,Oat 
E$$G ef di iuw~ 

& ? $ ~ ~ O C I $  u . . . . . . .  - 1,779 - - 742 - - $98 m, 

f;:Jbt~d . . , , ' . . $144,486 262,392 5.55 Sji ,of i@ 259,621 Q.22 $10,101) 26lf,ii24 7,i15,Q$ 

At! share ~mtrmrs scpramt weighrcd average shares outstanding for each respective pertiod, AFI pp &JYC: 
aqaixnts Zavc tdrcn adjusted ior strbsequenr stock dividends for 1997. There were no ssnck divistsnQ 
b~c$; fo~d ifi IfrPP, The diluted net income per common share calcularion excludes the eifecr of gmcc~rullp 
&QQV?: s h r e ~  whan thcir exercise price exceeds the average marker price over rhe period, The Conlpany ha& 
4,$25+0OO &ares ir,F patentially dilutive Mandatorily Redeemable Convertible Preferred SecurEricr w&e$ 
nrc ccantic~dblc rnra common stock a t  a 3.76 to 1 ratio a t  an exercise price of $13.90 per sirfist and -. - . , s5&r4=Li peze~tialip dilutivc srock options at a range of $10.54 to $14.24 per sharc, These irenzs WWE 
aB,w;~,.6 ig: subscqu~nr sec& dividends and were not included in the diluted net income per camrnavl rkasi: 
~;s~!cz~failrio~ io; my af the above periods as their effect Lvas antidiiutive. 
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N O T E S  T O  C O N S O L I D A T E D  F I N A N C t A L  STkTEF.fEMTT--!Cah:~rFcis8S 

(15). Comprehensive Income (Loss): 
The Company's other comprehensive income (loss) for rhe geers en&$. D ~ e ~ m b k ~  33, 
foiicsws: 

Net unrealized gains on securities: 
Net unrealized holding 
Less: Reclassification adjustment lor nez gains raa.Iked lul, tlet- 
hcoma . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .... 124 , 4% ...... g;-g~,:q ,.." ,.,FT 

-w.u-.-i,, 3 tp gMlq>$ @q:% *&\, Other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .~.--, :. 7,e3:h,.z,, - - -tz' , 

Net unrealized gains on securities; 
Net unrealized holding gains arising during ,pdod . + , ,, a 

Add: Reclassification adjustment for ncr ffissa: rcs$tsd. in ZE:; 

incon~e . . . . . . . . . .  
Qhrr  cornpre2iensive inc 

(16) Segment Information: 
The Company is segmen 
regulated and competitive 
a facilities based integrated comm 
throughout the United States. 

EBITDA for each segme 
items. EBITDA is a measure 
is not a measure of financial pe 
considered as an alternative to 
a measure of liquidity a 
items for 1999 includ 
accelerated depreciation relat 
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SXC~Z~S-LT-  redrenrcnt agreemenr, restructuring charges, pre-acquisition inregration casts and S C ~ % F - ~ Z P ~ B - ~ ~  

a"s:sr Xpe~4a2 items for f 998 i~clude separation costs and the HTCC invesrmanc write-off, Speczsi fxgry(ns &r 
%227 f~tIirdz <lie 1997 cb~.rges to earnings. 

Year Endc$&e-Zi$ -,--**& 

1999 ---.. v 
te? 129$ -.tCrY*-**'l w 

[S in rhonsando! 
Go&352:&mzit1nc 

$~~i-rslurs edading spe~iai items . . . . . . . . . . . . . . . . . .  $ 949,268 4 86T,+jt5 % WJOt3ZQ* 
ifiteei.,egme~t~ revenues . . . . . . . . . . . . . . . . . . . . . . . . .  (46,031) f23J?3 5 

. . . . . . . . . . . . . . . . . . . . . . . . . .  Rrvzr;kuas as rcpo~tieid 903,237 835,,039 84%f3E4 
D$precxatisn . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . .  226,141 181?656 175$i.3 

. . . . . . . . . . . . . . . . . . . . . . . .  Qprating inearnc floss, 103,727 iS?,j67 $,5$0) 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2m-m 360,465 340,642 ~ ~ , 5 1 r r ;  

QphGi apmdhuh'es,, act, . . . . . . . . . . . . . . . . . . . . . . .  
'ni 

227,176 201,433 263,OI t 
;nt;a1 sPpefit &ssez . . . . . . , . . . . . . . . . . . . . . . . . . . .  2,422,572 2,438,978 X,SiJ,935 
Fis$akdr% $~~Z~X%Y~QOC! of t6t 1897 charges to earnings. 

Yeat Erdled .Ree&ym,~,t,$k 
L998 y Cis* '999 --- --,-'..,Q, ?,..ihrr"&-.:.*-uv 

(S ia thausrndy 
E&L 

& A V E : ~ L ~ S  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  s 187,008 s 10b,,fi8il $ 6 1 . ~ ~ 4  
. . . . . . . . . . . . . . . . . . . . . . . . .  % ~ t $ g ~ ~ e g ~ & ~ t :  XGVGBU~S (2,637) (3,061 1 i5,3hkli 

&ct'~:rt:cs 3s .rftpcrned . . . . . . . . . . . . . . . . . . . . . . . . . .  184,191 97,619 $Y6*43 
. . .  ....................... B ~ p ~ c ~ i a c j ~ f i  ., ,.,, 36,289 17,001 1 a, 

O ~ a 6 0 g  585% . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (95,659) (73,9231 $4$,ZY:l Z Z 
EgfR%& .,-,..,,...............,........... @7,69S) (38,921) k*@-*6% 

. . . . . . . . . . . . . . . . . . . . . . .  5-~phal ~xpgi~dit~rcs, net, 245,695" 20Q,080 h24$il.k 
-4"trp:af $&$rn~rte! &$buts . . . . . . . . . . . . . . . . . . . . . . . . . . .  775,224 332,369 53$,k5J$Z 

" k ~ t 3 d ~  $&%Q&$,&& m a-~n-a:h mpiral lease additions. 



Citizens Urillues Company and Subsrdlancs 

NOTES T O  C O N S O L I D A T E D  F L N A N f : k k i  5 ' A ~ E M E h ~ S - ! G ~ & l l . ~ c t b t  

The following table 

mmA 

Invesmaenc and orher income ...................... 

a & w  ,,+ ..,. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Consolidared E B m A  .& $...&%.&;i@ . -  2 +.- 

Capital expendlittires 
Total segment capica'l expeadimres. ...................... 
General capieal expend,irics ......................... 
Disconthued operations: capiirral exp;.ndirtr.t:~ a . + i. 

-&sets 

General assets .................................. 

(17) Quarterly F ianc id  Data (unandittdb: 

1939 , 
"i, . a  

First quarter ........................ $ 2 ~ ~ . 5 3  

Third quarter . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . .  Fourth quarrer 

1998 - 

.v ,* .T. s*.?:. . . . . . . . . . . . . . . . . . . . . . .  Fourth quarrer ;*:$@&d 

the Company's inreresr in a 



&.iQ%ET t-3 G ~ I . I S ~ S L E D . & T E D  F I N A N C I A L  S T A T f l E N T S - ( C o n t ~ n u e d j  

sppt~gaateky $ZL,;TOO,OOQ (see Note Ifg)), afrer ta,u costs of an executive retiremenr qgremslts $1.1 
$+qhOO.h~Oq afkz tax re:s~ucruring charges of apprawmaceiy $3,600,000 (see Nare 11 ), after fax isl~ptcb 1x6 
;z~cz!tstteb deprr;ciaiwn of ap_pioxhacely 53,000,iifiO relaced to tbe change in usefsi lift of ~ r t  apesr~~i2%g 
spm &xi8 siren: r= pre-aquisition integration cos:s of appiosimately $2,400,080 (see Nc2tz 31; 

Fiat ~ A ~ S G -  1998 r~rrdts indadr an after tax curnnlanve effect of change in accounting principle, nct af 
&am$ mirioritp is~etesr of approximately !2,334,000 (see Note l(k)). Fourth quarter 1998 result.* iaicl~rrlc 
3~: ';&a m: trvfite:e-aif of the- HTCC invatrncr of approximately $19,700,000 (see Notc 5). 

C 

12g qfax&84. net inc~rne per common share amounts are rounded ro the nearest cent. Annusf. lac* incorns 
~ E E  caiarncm ;hare i"iral- vvq* depending on the effect of such rounding. 

s? 3 'EF l Sapp!mcar& Cask Raw %nfomarion; 
** as* !agt7~~1;.~ i~ B ~5edu lc  of tLer cash prosided by operating activities for rhe years endcd Utccmbcte 31, 
SPY, $998 arid S97: 

t 993 19RS 1!VC -- --3* - c lY" , . "U .c -s (M I  

[S in chisunau&i 
hw&e if&$& koa e u n c ~ ~ & g  operations . . . . . . . . . . . . . . . .  % 117,127 $ 10,531 $ f:4L$k21t 
,P:d3x&%@s;n~$ t g  ~ W D Q ~ ~ C  RE hcOm(: ta net cash provided by 

1 bw~ai~idg 8 ~ 5 %  jti$g: 
cgep~~ldda~u;k $%pgns~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  262,430 198,65$ Y8ef13FJ{I 
X%G GS%& & ~ & e s  50 amifig~i . . . . . . . . . . . . . . . . . . . . . . .  36,136 --. lS2,,>7.3$ 
f3pumtfit gigs ........... , . . . . . . . . . . . . . . . . . . . .  (221,088) -* 

. . . . . . . . . . . . . . . . .  Sap arR I-SCC in~esmmt write off.  - 31,903 a"+4c 

. . . . . . . .  Carnubfiv~ eBg32r of th2~rtgf: in accounting principle - 3,394 Wu 

. . . . . . . . . . . . . . . . . . .  Gagdij cm a l e  ~9 ILE~S~&~ZT)C $rock. . -, - we (78,734 \ 
. . . . . . .  Alk%-&n&g f ~ r  gq@iq _fl& trsd during construction (2,547) (2,700) (d,S&$i 

. . . . . . . . . . .  91kfexs.zB oac~mc tw 2nd iptt*csrmcnt GXY credit 30,581 23,687 (6.3?3j 
. . . . . . . . . . . . . . . .  Gkaxp,@ ~~pxa$ing ageaanzs sweiv&ie 

.-v 
(7,783) (40,770) {41+743 

. . . . . . . . . . . . . . . . .  t-fia%g ft"i age01:tm6 payable stnd ocher 
A>-. 

91,088 (112,809) (27,983j 
. . . . . . . . . . . . . . . . . .  e . ~ a % * ~  sa scgaled T ~ X ' S  s ~ d  @rt:hesr 30,624 17,996 f4,4S#j 

Chegiig~t s@ ether . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,941 16+2QS --&$&2*$1 
?i% tr& p~@%=idaf b l  i~mh~i.xing operating acrivities . . . . . .  S 347.509 $ lS6.098 - &ae* 

1~ &kqiq~lcma 3-tg"hkbhe ~ l t g t f b i g i ~ ~ ~  described in Note 3 rhe Cornpa~zy assumed debt of $13,600,600 ar~ci 
&$-~@B~@BT 199i4: 1.997, rc~spectively, at weighted average inrerest rates of S,G?b and rj;Z?(~, 

: 8 93 fi t$z=%eat PI air t 
F&%~QB #?&a - 
i :;g Cmtp~ra? te 4~bkrZ;dzs have 2 nonconuibutorj pension plan covering all employees wba have 
am ?::~e~s%in e;~zce dirsf age r~qa~emcl~ts. The benefits are based an years of service and final average pay w~ 
rij~$e$g gk~z&gc Can~bet; ; t . io~~ ate made in aniounts sufficient to fund rhc plan's r:ct periodic pcnsian 
z ~ ~ z r :  '~79.b-it ;atwd$rz~g s x  dertucribiitty. Plan assers are lnvested in a diversified portfolio of equrty an$ 
; t ' z % ~ & ; ~ ~ c &  if 4;c~:~~itibg. 
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N O T E S  7'3 C 3 N  j Q L f D k T E C  FIM&NCE&L 4T@?Ek$ENS$=-iG;r?,*s,c$'  

The following i a b l ~  ser iorrh ihe plan's bpsre5r ~ b l f g a 6 0 ~ ~ a s d  la2 Y&QZ ;itikk% ZSPQ $5 ;.$$he%& &3,, 
1999 and 1398. 

Change in benefit obfigarion 

Gaice cox ....................................... + ....... - .... ,, 
Interesr cosr . . . . .  

z . ~ . L f i 3 5 r - i ' i i i . E i . ~ i  ............................ 
I"scquisiuo~s ........................... ......... % .  ... +. ..& .; . 

Change in plan assets 

Actual return on 
Acquisitions.. . . . . . . . . . . . . . . . . .  , q i + = . - i e - ,  1 i i . . . . . k . s i . 4 G . . . s . .  

(AccruedjPrepaid benefit. cost 
Funded starus ...................... + ......... *. +. ..... :? *:. 

Components of: net perio&c benefit mrt 
Servicecost . . . . . . . . . . . . .  A , . - - . h + . . . b ? i . - r r r , u .  id i i ,cx:: . i isc: .e i  

hteresr cosr on projecrrrd bencfi-; ablligatiicia + , .- . . ,, + - .> . . .,. :> ,- 

Net periodic benefir: cost ............................. a . <: .. a ... 
Assumptions used in the computation 0% pm$,iwsn. cwst 
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1% Fang 1998, rbe Company acquired The Gas Company (TGC), including irs non-colfectivcly bar&~irtrd 
w~iasr hefit pIsa. ?he acquisition increased the prnjion benefit obligarion hy $4,37Ci,Q#Q and r i le  fai: 
n f a ; ~ ,  cf pkrr asen  lap $5,991,000 as of December 31, 1996. 

?b~p tkm@t .  B a t f i t s  Other Thaa Pensions 
TBEE '.iCce"5:pmy psa~iides ce& medical, denial and life insuance benefits for retired ernployacs and tbdr 
hefidxitles %ad co~ercd depend~nrs. 

ffir tolkosing table re& iw& rhe plan's benefit obligations and ihe postrerireme~ir benefit irabilit? 
~cogaizcd on the Company's ba!ancz sheers at December 31, 1999 and 1906: 

a%@%& b 1sseu 
fa? Y&E d pfe~  a~sm ae bglnniag of year. . . . . . . . . . . . . . . . . . . . . . .  $ 18,710 S 4,86 5. 
ha%&% rezk:.,m 9% gIm ssm . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,290 a79 
M z ~ ~ B  pard ... , . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (448) +mew 

F&piq%ysr zz~.5yr~2htian . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 , 4 3  11 ,$?z ,--J*Aw, , 
Pdi % ~ 8 \ r ~  ~i @ta a$set$ at end of year . . . . . . . . . . . . . . . . . . . . . . . . . , .  ,5 20 460 $ 18 71Ci ----2= E@A.W.$w 

A ka,w&t t 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  %%&d%franik $(2,5,068) ${3J;%?q 

C ir . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  b&~~,i@g2i16d srs~siti~fi  ~bligation 359 - 386 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  b ? ~ s ~ ~ g ~ % z d  pnsr s.mdit-e cast - 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  & $ I ( ~ ~ w E ~ e d ( g a f ~ i  (14,953) -LmY 7 $625 
&t%~; ib j  j ~ i ~ h l ~ 4 ~ i t  . . . . . . . . . . .G . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(39.6621 3[$Qds$] 

Camp~rnrs td aa paindirt poswetir~ment benefit costs 
J- : ~ C ~ * M ? C - - & ~ + . . . . ~ +  *-* b, $ 781 $ 9$U . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . .  Tm2:zel(;e 0% p:ajk:cid lx~efrefit obligation. 3,43 1 S , 2 3  
8e;u4m st., pBnn ass . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,344) r j49 j  
Se: ~ , s @ ~ x ~ t i ~ ) ' i l  and 8&irrai . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (628) ( $ 4 3  
< as;a$L%e~;: ga;n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - -- l 7  003) 

mm&- 

7 . k  y::032: ~ ~ ~ r r ~ g j ~ e i ~ e n t  beslcfit: cost- . . . . . . . . . . . . . . . . . . . . . . . . . .  f ;  1,840 -- 
F $ ~ t p t 1 k s %  ~l :Begg%lng Tea: end benefic obligations, the Company used the same discount rates as rA1eTe 
ai-~gd&: :A~-pmiaa gkrx and a 7% annual rate of increase In the per-capita cost of covered medical banefir$, 
gd&:&!ip dscza~5ag to I% in the year 2040 and remaining a t  that level rhereafter. The effcicc of a 1% 
:ii3.~sil~a'~t ~f: g~samcd medical cost trend rates for each furure year on the aggregate of che sscviec and 
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N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S - J C o n ? c r w . l i b $  

interest cost components of the total postretirement benefit cost svauld be $STBzODO sn& the eff.~"z$ e~ 
accunlulated postretirement benefit ob!igation for heal& benefits w u f d  be L3+8.if5P%"a@BL TBE E@%F gf, Z'x:hy 
decrease in the assumed medical cost trend rates far each futurr p a r  on the aggtegatc a?- &e -54:~-&& PWO 
interest cost components of the total postretirement beaefit cast wcltlfd be $$2355+QOQ) am& ~hee i f~s t  ~%:4xa, 

accumulated postretirement benefit obligation for health beneiits w6w& be $i3&$gtQflQi, 

In August 1999, rile Company's Board of Directors approved E pian of diwari;atl~e h~tz the gab;& sm-Cit~ 
properties. As such, any pensior! andlor postretirement gain or lass ~lss&iat.& wkth dit*es~;.~:afe td ~51"sc 
properties will be recognized when realized. 

401(k) Savings Plans 
The Company sponsors employee savings plans u n d e ~  seaion 415I[k) of dhe LzxwaaE $~vcn~aa s%dkk T8.e 
plans cover substantially all full-time employees. Under the pIslns, the C a a p ~ ~  pro~ id~s  :~g~gk+g 
contributions in Company srock based on quaIifiod employee conrributians* &iatiifihiag CGB&&~~E~O%S 
$5,850,000, $5,795,000 and $4,883,000 for 1999, 1998 nnd 199?, rrlspecd~,ip,f~~ 

(20) Commitments and Contingencies: 
The Company has budgeted capital expenditures in 2006 of appra~zirnxtjeli~ 3589*8Qd,Qa@ ii@dgdia& 
$33,000,000 of non-cash capital lease additions) for conunuing hptrraeians %l$d $Et9e9@3Fil(i fbEac 
discantinued operations and certain comznitrnenrs have been tn;~~ered iara igk C Q E I G ~ C ; ~ ~ ~ ~  a&e~t.vie%~ 

In Deceri~be~ 1999, rhe Company entered into sari agreement with Xb'a~& t~ oklt$~ttt"-- &rnedg~ ctlf DM5 
central office engineering and commissioning of the Company's network, 3 % ~  e3~mpmf~ vnbmttReap 
under this three year agreement is approximately SC;9,000,00EF EW 30116, S3?+QQ9q690 itre ~ c Q B  PB~$ 
$35,000,000 for 2002. The 2000 capxal cost of tlrjs contract is tr;eluBtx+ tn sbs 23% baidg@rrd$&@eWf' 
expenditures. 

The Company conducts certain of its operations in leascd grcmiss +bad nkc. Ie,>set ii:tttakrr gyk~+rtme&t ngtf 
other assets pursuant to operating leases.. Future mitifnum rt?suF crifii*iktl~e~it:% 4,~ dB E&~te& 
noncancelable operating leases for conrinuing operaticns x c  a iokitr~vait 

Ycac k~atz.e: 
L I L I Y W . * n C r w l . - y * U I  

05 ih &barsrnolsl 

2OCO $ 2&3&3 
2001 25,6JiO 
2002 33,19f 
2003 $2,342 
2004 q a r ~  

thereafter d w d z  13 "-5 

Total $ JQ4,743 
mJL*-- 

To~al rental expense included m the Gangany's :mst-,i opst&ts-~>ns Bw tb: vaxri r;&$ $.e:ge:bCf 91, 
1999, 1998 and 1997 svas S3@,SSS,OOQ, 527.4d4,QOO an4 E1990:'6,D~~t:, :gq.r"::zu& 3% f+3apg& 
subleases, on a monrh ro n o x h  basis, cexat: oExce S;)IZC",P :n :G ~ t ~ ~ ~ ~ i ~  hi5:j;:- te ,g y%.k~::gvbs t .xk43&$~~& 
formed by its Chairman. 

In 199.5, EL1 entered inra a 5110 m2I~on ror:sEruZ302 agzxy apez,arf;: 2~;5$ 2 ~ ,  il;~ef~f$jb; , .-+M-i~~i.i .in*+-4.i=pa~d 
" d in connection with the consxualcrr, oirezabn cabTx"n*u.n;car:ms ::=%23:5;4 ~$2.; zi%: ; . z 2 ~ ~ ,  La', w:2-+g:,g3 

agent for rhe co3srrutr:on a? hs:: ?rofcc:5 asd, c-prm :cL~9lc33fO $1 2ac:: ?P?~~P:-I, ;$s;ec z%t ;i;&--~3~ +%,% 
8 X "  three year term, with one year rtcnc~:&. ~%*ai!2%e :kztjz@ kpzr; 3 3  ~ - 3 r :  15: ?&:2;z*p t j ; $*'"=-,,: 6 $-k+ +. 



%&YES 10 i 3 6 & 2 S Q L f D A T E D  F I N A N C I A L  5 T A T E l v l E N T S - ( C o n t ~ n u e d )  

w%% hsizre; assets under this agreement with an original cost of approximately $IQ8,5ill,lT08 ~ n d  
53?;.i2d10W ar December 31,1997. ELIhas the optiou to purchase the facilities at the end of the Iean term 
4; ;he grneimtr sf the lessor's averzge investment in the facilities. Payments under rhe lease depe~d  Q% 
~ a a a ;  Swercss ratex, snd assuming continuation of current interest rates, payments would spprc~~~r'u\&zs 
$di% @$Ikm anzudly through April 30, 2002 and, assuming exercise o i  the puxhase option, 8 finof 
g&wenc afxppru~3mate~g$110 million in 2002. In the even[ ELI chooses not to exercise this aption, f1Lf i~ 
&Eipft& ibzV$m@ for the sale of &e facilities to an unrelated party and i s  required to pay the lessor .as? 
S ~ ~ , . # A  ,LJ:~% bzsveen &e na sefes proceeds and the lessor's investment in the facilities. Howwcr, any aIrmcrst 

gq&'tt$ ta be p&d 10 rhe lessw is subject generally to a maximum of 60% (approximately $88 tniUI~n1 bI 
the imsofi it~t;extmme. The Compaq has guaranteed all obligations of ELI under this operating leasc. 

-EJ.J h;as e%zef"gid info v~trio~s caplcd and operating leases for fiber optic cable to interconnect EIdl's locd 
isls~orks W& h g - h a d  fiber optic routes. The terms of the various agreements covering drcsc routes ca~ge 
i?sra2&~~25 p m , k t t i &  varying optional renewal periods. For certain contracts, rental payments art basad 
erpi & pzrce~tage of El's 1e;tstx.i traffic, and are exclusive, subject to certain minimums. For other coorrrrnct~, 
czmk mit~?a~ifl;l paymmts are required. 

EL$ ako exreged into c e ~ a i n  operating and capital leases in order to develop ELJ's local network% 
md@di.~g a apcraaiflg leaso to develop a local network in Phoenix and a capital lease in San Francisco, " h a  
% p c ~ ~ h i ~ g  le2~c: mrr Bhaenix pravides for rental pEyments based on a percentage of the network's apcrlaiin$ 
g ~ g m c  ib; a pzri~d sf 15 years, The capitiil lease in San Francisco is a 30-year indefeasible and ~xdllsivr 
~ ~ k t a ~ ~ ~ z ~ ~ ~ ~ r n ~ t  ihr optical fibers in the San Francisco Eay Area. The Phoenix aperating lease rrerwotlk 
9~ e~~mzat1y op;i;i~Zanal~ and &c Sm Francisco capital lease network is expected to become operatiolr~crl ia  
tcq&2* 

?~Iic%ig$~m paymeats an operaring fmses are included in the table above. For payments un ca~rit~ll lenscs, :jer 
S$jdC? 7- 

Thr %%apguty i s  also a pnrty ra contracts with several unrelated long disrance carriers, The ccrqttncv 
p;i.:gt$d;i baed ort Ieaslrd traffic subject to minimum monthly fees aggregating as follows: 

Year Amount 
($ in thousands) 

2000 $ 36,840 
2001 3 1,490 
2002 6,120 
2003 5,960 
2004 4,200 

rhereafter 12,600 

Total $ 97,210 

im %,r~:owt joins Owners (SjO), a consortium of 3 4 Vermont utilities, including the Company, haw 
% ; T : E ~ E ~  ;%:G a~ p i l i ~ b ~ e  power agreement with Hydro-Quebec. The agreemenr contains U e m p - ~ p R  
~1of;t4tw5 ;ha: $:ah-e that if any VJO member defaults on its purchase obligation under the contrast tu 
p:Irc&;c p~+t~eic; ire)rr; Hydro-Quebec the other VJO participants will assume responsibiliy far tkrc 
:&f~d:$$~,p;r;sg'% &rce osn a pro-rata basis. As of December 31,1999 and 1996, the Cornparly'g ob\ig~r!rsri 
:ndfz ,-:Sk agrtcment ir ap~roximacely 10% of rhe total contract, The two largest participants in cha! Vj8 
:tprPezzr s39?crx"B-;;ra$y 46% and 37% of the total contract, respectively, During 1998, chese rwa m;ljirr 
2asircfpaE:S L ~ Y C  each ~*pfcieneb regulatory disallowances that have resulted in credit rating d0~11gt%&i 
if;& s:.j:k prt;;.g 6ecEfiesi Both oi these pardcipants are in the process of appealing rhe rc?g\nlutwsy 



Citizens Udlicics Company and Subsidiaries 

NOTES T O  C O N S O L I D A T E D  F I N A N C I A L  S T & S E M E W ~ [ - ~ ~ [ C , ~ ~ L : - ~ ~ ~ ~ C  c-. O .  ' 

disallowsnces; however, both companies have stated thar an ~ W ~ S V ~ P A ~ ~ I F  niltag G Q ~ &  3t4p~d828-  
ability to continue as going concerns. If either or borh of fhese c~mgsnits .5e$&~ s;b . ,$dr~G'i~aG~i~3 
rhe Hydro-Quebec agreement, rhe remairing members of the vJOP i~tf~ditrgiheCa%&~~mf &e ?&q%&~d 
to pay for a substantially larger share of the Tc'JO's total p ~ s a  pw~I?ass ~bfigiGori f$:~hg ~t%"ll;~de..$?&& 
agreement. Such a result codd have a materially adverse &kcr arr ha&ci-&ll P&X@~S ef tk C ~ ~ ~ h x i i * ~  F - 72% 
pnrrchaser of file Company% Vennonr Electric Diuisioa htvs zgrt:~~t$i at ekwx~ig zra d s w ~ %  :ht C&p%ik-"s 
power purchzse obligzrions under the Hydra-Quek agrcerfimr, t j t ~  C~Z~&I%+-  &&z ag~ted ;G 

indemnify &ac purchaser agahs~ Iosses resdting from  hie "rt~p.i;p;" pf&v'sim ;.s t$gpt~i3F~tLa 

D.e Company is kvolred in ~arisus dairrts ax3 IegaX gcd~ns i ~ r& t f i~  &e ~rfflxe~q &=~SB* & b ~ ~ i i i ~ ~ ~ ~  ?% 

ibe opinion of management, t-he ulcimaxe disposirion sb: zhzse rnartcr~~ake: 2on&ida~~ge;'f&si;kt*~a~ ;;IE$EZ,@~:~~ 

it-i-ill nor haw a marerid adverse eft'ca on ;he Qrxzp:arzyks .i~6~sus~x&tcd &$,@:z,& p2$&:,ti5 FE+&$ 

rcrper;ldoas or Ejquidiq 
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C ~ ~ G S Q L ~ D & T ~ B  f l N A N C l A L  D A T A  
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-2% 0 0'53 $ 

EBITDA per share from 
discontinued operations (4) , . . . 2% $ .53 $ ,a 4 &is.$ $ ,.& $ 

Long-term debt to long-term debt 
and equity . . . . , . , . . . . . . , 

Common equity market 
capitalization (in billions) . . . . . 

Equity market capitalization 
(in billions) (6) . . . . . . . , . . . . 







S h a r e h o l d e r  I n f o r m a t i o n  

On Rbru.qf 24,1992, Cxizeircns Utilities commenced trading on the New York Stock Esi-hangc i i d r r  shr 
rymbols FLEA and CZNB for Series A and Series B, respectively. Effective August 25, 1997, Cj~karat 
Common Stack Series A and Citizens Common Stock Series B were combined into a single .,aricrrsmmnn 
smck a a d i g  on thexexv York Stock Exchange under the symbol CZN. Cirizens Equity Rovidisg PzniErfad 
tntomc Convsnible Scurities (EPPICS) is listed on the New York Stock Exchnnge uncle: the qmkm! 
CZb'Pr, 

On 18,2000, at  the Annual Meeting of Shareholders, the shareholdais of thc campanp will vntc n p ~  
pmoposal rochange the name of the company from Citizens Utilities Company to Citizens Communiurioe- 
7hc  agpdota! of this proposal will have no effect upon the company's stock symhnls or upon i l~ i t ikr~r 
ibwd b~ 0.5 0x1 behalf of the company. 

As of Pt~bruzq- 29$2000, the a-pproximate number of registered holders of the 
= -  i 49,Q2Q according ro Citizens' transfer agent. 

%c %bit below lists rhe high md low prices per share for the periods show 
'ih:: da~ty ~UOIZUQGS published in The Wall Street joumai during the perio 
adi@;e$& to h e  macest %stt for subsequenr stock dividends. 

T2.t 0t~8mbsr 31,1999, prices for Citizens Common Stock were $1 
$58+38 highf $55'38 low. 



C O M M O N  S T O C K  

Citizens historically declared and issued quanerly srak dluidesdo &a i's cosmoe ~s~&k kz~e6$ &Q B& 
number of whole shares owned on the record date for t h a ~  divfderrd. U~de~catrerxcaat~;a~z%d f t@&f ;~ td%~~ 
stock dividends are not taxable whzn received and are rreated as cap'ttak utm~xab~s &if- B&tz&E itata%&&& 
purposes, when and if sold. Gain or loss is based on the differace kwttim ~ G G F  pda  &td I&$B&& -b&$i4 
per share. 

Effective with the first quarter of 1999, Citizens Wrijities dkmntbacd p&ya'&g 
common srocli. 

B O O K  ENTRY 

Book entry provides registered shareholders of Citizens Cornfan SE&& a$& SUIPW@&- a$1&4wP &$ 
number of shares credited to their accounts as a resuit- cd ditrid~h&lk&$ pmk%f ij &&ctrB6@~@&t , - 
receive certificates representing his or her stock dividends ;zn&~r pur~Bast!c hy~~sp lcwtg  ;hgzec+~~=sil&:&d 
ihe quarrerly statement and mailing it, or a written request, to :be c~tmtpmy;'~ s~aasfa sgexxt, i k i ~ i s  $tx=k 
Transfer Company. 

S T O C K  D I V I D E N D  S A L E  P L A N  

As a result of the discontinuance of common st 

D I R E C T  S T O C K  P U R C H A S E  A N D  S A L E  P L b M  

Registered shareholders may enroll in Citizens' air&% k ~ k  Ptz%'&asc ;kM 5dt %E@~ &&@5$ 
shareholders may participate in the Plan if rhcir brcdkcfg crr eiimbia! i&fd$~ti~&$~ s#&kik$h pgg4d$ge 
permining them to do so. The Plan provides sh~khofd~r5 wirk 3 al%vc~icdg ~cf,h@e$ &!IE pdtghe&w 
additional shares of Citizens common srxk by mnklr~g sg&aaaf faA f9jWt'irttju, @fldt?r %br J T h i  $b&,@i%g 
shareholders pay for Citizens common stock is trascd~tt  ~t;~tit&pi &3rkikz ptie%d~%g&g!k p%%h&g PG&$P/ 
and includes a commission of two ceriw per share iltkc srg ~ufd?g%cd &% %kc ap%#ks%&~k#d~ 'Zj'&&@ i& 
currently a $6 transaction fee to purchase ~twk thrdlugh &E P k i  'Tile P~IM o h  ~;rt&vidt% &b~dj"bai4&~% with 
a way to sell shares of Citizens stock, There is a fee 05 $3.5 and a &v@ WQ% pw i&fk &&~%m*t.tx%,kr~%,k 
sales transaction. For informarion and/or arr enmfEmam Ice thi9 Pk, plra~ C~%&&Z f;Eiifrh6~% 5g&k 
Transfer Company. 



5 f C t G K  S A F E K E E P I N G  P R O G R A M  

The Szhkeeping Program, which is voluntary, a l l o ~ ~ s  shareholde~s ro mail dieir stnek ~e:~rftp".to@s fa 
Gi&ensx zansfei agent, Illinois Stock Transfer Company. Upom receipb Unais Smck ~ranafef crcdkt?;rxlte 
shasehofder's accomrwirE the appropriarenumber of book entry shares, cancels tbc a~wal c~rafrextii AGL! 
issues a staremerrt reflecting the transaction. A shareholder requiring certificates for 631% IX pk4t&$ g a y  
requar x5em in writing {by mail or fax) at  any time from the ~ a n s f e r  agent, For iaflarmati~n ,rkgaae ihf~ 
Program, please contact Illinois Stock Transfer Compa~y. 

Gsizens cutrentiy declares quarterly distributions on its Equity Providing r)referiled I n ~ ~ m r t  CCR~;~P&!~~$T 
S~rcltlriries JEPPIGS), payable in cash. Cirizens EFBICS must be purcha;ed &rough and t~eld SF tr krtsbr af 
tusodid hstimtion, Please clsntaa your broker, custchdial institution or Citizens' Inuargr ~ F \ ~ ~ B ~ C $ E ~ Q  

depamnenr for additionat &-ormation about this security. 

5TOCK T E A K S F E R  A G E N T  

Qmtions drornregisrered shareholders concerning stock transfers, the Direct $rock Purchase rtad $3 ttt Mxtr , 
rite Stuck. Saiekezping Propam: account consolidations, lest certificates, changes of address, tecetpr. oe 
duplicate material, and any other account-related rnatrers shouid be directed ra Xllinms stack J'r%n&r: 
Campmy by telephoning 800.757.5755 or 312.427.2953, or by fziing to 3t2.427.18?4, o r  h.i: wrt%tn);; k t  

Cititcns do Uhois Stock Transfer Company, 109 West Jackson BaixItvard, %utt %?_fa 

Chkago, IL 60606-6905. 



W C R L D  W I D E  W E B S I T E S  

Campany information, including quarterly and annual financial publicatitvn!r, @re% r.k~sbj;~ m & k %  b~ 
Citizens' senior management and other materials, may be fo~orrnd ar u.u'w.czru.net, For infaiwdbnui. ;bb@ui~- 

Gtizens Communications' products and services, visit uurw,l3idzmscomrnuniatio~s~er,m+ 

S H A R E H O L D E R  I N Q U I R I E S  

Qunnedy and annual financial information is mailed to a 
mnaterials may be disected to Shareholder Services or 
Headquarrers by telephoning 800.248.8845. Additional 
F~rr1110-1C report filed with the Securities and Exchange Corn 
the company may be requested by telephoi~ing 800.877.4389 
ernailing Gtizens@czn.com. 

CORPORATE H E A D Q U A R T E R S  

Cinze~~s Communications 
3 High Ridge Park 
Sranford, CT 06905-1390 
Tc1. 203.614.5600 
Fax 203.6 14.4602 
Emall Citizens@czn.com 







South Dakota Public Utilities Commission 

WEEKLY FILINGS 
For the Period of July 20, 2000 through July' 26,2009 

if you nscd a complete copy of a filing faxed, overnight expressed, or mailed to ycir, please cantar3 
Deiaine Krslbo within five business days of this filing. Phone: 605-773-3705 Fax: 605-773-.386% 

CONSUMER COMPLAINTS 

CTOQ-089 In the Matter of the Complaint filed by Helen Christensen, Cogton, Sodth 
Dakota, against Sprint Communications Company L,P, and Businass 
Options, Inca, Regarding Unauthorized Switching of Services, 

'$Fm Cornplainant alleges that her telecommunication service was switched tvithuut her 
atathorization. She began to receive billings from B'usiness Optiorks. She is seeking ct'edit of 
ohafges and compensation for her time. 

Staff Analyst: Leni Healy 
Staff Atlorney: Karen Crerner 
Date Docketed: 07/25/00 
Intentention Deadline: NA 

6700-090 In the Matter of the Complaint filed by Ed and Jaiqicrs St, Gemma, Oakat& 
Dunes, South Dakota, against AT&T Communi~ations of the Midw6!$t3-3nc,, 
Regarding Unauthorized Switching of Services, 

'The Complainants claim that they did not authorize a switch in service, They teceivsd Eillqgs 
from AT&T although AT&T claims that the St. Gemme family is not rt custamer of AT&T, Vhs 
Can7plainant.s are seeking a final resolution to this issue, 

Staff Analyst: Leni Healy 
Staff Attorney: Karen Cremer 
Date Docketed: 07/25/00 
Intervention Deadline: NA 

in the Matter of the Application of Citizens TelecommunicraSians Company 
of Minnesota, Inc. for a Certificate of Authority to Provide Local ExchahQsr 
Services in Sauth Dakota. 

Citizens Telecommunications Company of Minnesota, Inc. t?as filed far a Certificate of 
Authority to prcvide local exchange service to subscribers of the Ortonvifte-Big Stane art$ 
Jasper, Minnesota exchanges located within the state of South Dakota. Citizens Mlrrrxc;sota 
proposes to offer local exchange service and may expand to include celiular, paging and 
personal ~ommunications services. 



Staff Anaiyst: Michele Farris 
Date Docketed: 0711 9100 
Intervention Date: 08t11100 

TC00-113 in fhe Matter of the Application of Citizens Telecommunicetl~s e~rtprrrry 
of Nebraska, Inc. for a Certificate of Authority to Provide tocar Excha~ga 
Sewices in South Dakota, 

Citizens Telecommunications Company of Nebraska, lric. has filed for a C&difi~~Pa 05 
Authority to provide local exchange service to subscribers of the Valentine axehang& fqmtB3 
within the state of South Dakota. Citizens Nebraska proposes ta offer local exclrahge niefii%;% 
and may expand to include cellular, paging and personal communicatio~~* ha s@~v?c%$ 

Staff Analyst: Michele Farris 
Date Docketed: 0711 9/00 
Ifitemention Date: 0811 1100 

TCQO-I 14 In the Matter of the Application af S&S Cornrn~lrsicationxlACt~t%~~C~tf'Pa~~ % 
Certificate of Authority to Provide Tefecommunications S@wScl% ii'ii7 Saalh 
Dakota. 

S&S CommunicationslAlterna-Cell (S8.S) is seeking a Certificate of Authority to prsyief~ $@so!$$ 
and facilities based interexchange telecommunications services in South YJak#te; T&@ 
applicant intends to offer interstate and intrastate long distance, vaiea mail ssruic@a, BOG3 
number services, and calling card services. S&S does not intend tu provide ~;jpefatz>r~ 
services, which will be provided by S&S's underlying carriers andior applicablb ioEJi rt%$Ft4fqg(i 
mrhiers. 

Staff Anaiyst: Keith Senger 
Elate Docketed: 07121 I00 
tnterventirsrr Deadline: 0811 1 100 

TGiC.fD-3lS In the Matter of the Application of Utility.com, Inc. far a Cefiifi~srtg af 
Autharity to Provide Telecommunications Services Pn South Oakat&* 

UtiIify.com, Inca is seeking a Certificate of Authority as a switch-based reselt~~r in 8r;;ruth 
Dakota. The applicant intends to offer 1 + and 10"I direct outbound dialing, BOO{@@@ 
tcsff-free inbound dialing, travel card service, and prepaid calling card servics . 

Staff Analyst: Weather Farney 
Date Docketed: 07/24/00 
Ikl2ewen'tircrn Deadline: 0815 1100 

You may receive this listing and other PUC publications via our website ar via intern& if-m[t., 
You may subscribe or unsubscribe to the PUC mailing lists at h ~ p : l I ~ ~ ~ ~ , s f a f @ , ~ ~ , ~ @ ~ p ; ~ ~ $  



t o  t h e  Sourn @&oT&p@wg 
PEOPLE OF THE STATE OF SOUTH D:k):@f& 

UTiLrnESWdM 

B o d  K m b ~ r  &J93$~2&5+;~ ,* , 

CITIZENS TELECOMMUNICATIONS CO?fPALt'Y 
We, OF MINNESOTA, INC. ,, , . , Ehe prfncdpai. a d  a@p.Eiean: 

f o r  a  C E R T I F I C A T E  OF AUTHORITY, LOCAL E XCM!$G,~4 kakneog&'rr~~c&L h s e  

s e r v i c e s  w i t h i n  t h e  S t a t e  of S o u t h  Dakota and 

OF AXERTCA , a s  an a d m i t t e d  s u r e t y  i n s u r e r ,  bind ntrirsekras us\&@ ~h.& Ftx;rBk%F 

U t i l i t i e s  Conlrnissian of t h e  S t a t e  of  Saurfr Dakaea +I$\$ rho ~ .cns t r a t s f s  Sow~h 

Dakota a s  O b l i g e e ,  i n  t h e  sum o f  $25,000.UO. 

The c o n d i t i o n s  of  t h e  o b l i g a t i o n  are such rhar E ~ E  prfneipal ,  h w i n g  b % ~ h  

g r a n t e d  such  CERTIFICATE OF AUTHORITY subjest to t&d pfestrsion fast &&$$ 

p r i n c i p a l  p u r c h a s e  t h i s  Tndernniiy Bond, and i f  safd  prPnsfp?-&l &&,id i& 4k% 

r e s p e c t s  i u l l y  and f a i t h f u l l y  comply w f t f r  al 

Dakota S t a t e  Law, and r e i m b u r s e  customers of 

f o r  any  prepayment  o r  d e p o s i t s  t h e y  hove mad@ 6;hich m&y bc %.bi$rt-~kk?.ks @E a3~tljgtgy 

t a  r e t u r n  t o  s a i d  c u s t o m e r s  a s  a resu l t  n f  iasc?lv@ne,:y" ar at l l e f  &tm%%%%@s E&$%f&c; 

t h e n  t h i s  o b l i g a t i o n  s h a l l  b e  v a i d ,  dischr~rgo~  avj fartite@~ e~rrneka~cb,  E%%~L$P&~&& 

t o  r ema in  i n  f u l l  f o r c e  and e f fec t .  

T h i s  bond s h a l l  t a k e  effect as  of tho traeec$st &rtd .rhjrs8l. 

f o r c e  and e f f e c t  u n t i l  t h e  surety is released fram X$w&i,k£sy 55 

o r d e r  o f  t h e  P u b l i c  U t i l i t i e s  Cammfssian, p r o ~ % e f ~ &  that Z k b @  

t h i s  Bond and b e  r e l i e v e d  of f u r t h e r  l i s b i 2 i t . y  frarm,~u&de$ bv 

(30) d a y s  w r i t t e n  n o t i c e  t o  t h e  P u b l i c  Utilktfes 

s h a l l  n o t  a f f e c t  any  l i a b i l i t y  i n c u r r e d  ar ~ e c r t t e d  harc!i~&ck~v p r  Cog 

t e r m i n a t i o n  of s a i d  t h i r t y  (30) day  p e r i c ~ d ,  

Dated  t h i s  8 t h  day o f  Jarluaty-* ~ E J O I  

To Be E f f e c t i v e  t h i s  1st 

C o u n t e r s i g n e d  t h i s  8 t h  day  of 

- --- - - u a x r . * m  a wrP=*rmrrn C l i  Z;ri-6iifi aL&Z 
.*, -- 

Sou th  Dakota R e s i d e n t  Agent 



TRAVELERS CASUALTY Ah?, SL-ETY CQ&WA:Ii 
FwILPiGTON CASEALTY COLWA!!~' 

Harti'ord, Connecticut 063 834062 

POWER OF ATTORNEY AND CERTIFICATE OF AUTffORITY OF Ar"gOR8SY@btY*B:CCT 

KTU'OW ALL PERSONS BY THESE PRESENTS, THAT TRiVELERS CASGAl,l'Y &?'D $%%&T?+! iac@3E~kk5%~ @p 
AMERIC'4, TRAWLERS CASUALTY AND SURETY COhIPiGYY and F ~ ~ V t  ZNGT0E CsXSe'_4'i'F%' Ct>3EB&po'. 
corporatioris duly orgaruzed under the laws of the State of Connecticul, arrd having t k r  pmnpal isflkm ta t5e l-:~,h,st-- @f&fddfR, 
Ccruny of EuEord,  State of Connecticut, (hereinafter t'ne "Compimie<') hattt madg 2anft.1trited ,mi$ ~ ~ ~ G L P ~ E & ,  &f:& &3 Q- iifxz% 
presents makc, constitute and appoint: Deanna D. Hanson, James E. Van Camp, WIIliam %*~r:  C a ~ p ;  @f Wfggi 
D~kota ,  lheir true and lawful kttorney(s)-in-Fact. with fill1 power and authority hharcb? co$?f~~rrr;;l: fa slgs: @ ~ 2 ~ u l g  @lid &&h~%cdg$~ 
nc, any place witlun the Umted States; the folloinns insuxment(s).: by hidhcr s ~ l c  &gmarc &$ad af, h Q  I& @fi b$&%.5 
rccngnizanccs, contracts of indemnity, and other bvritrngs obltgatary in the nattrrc atf a nrLQg@ik&G~@. ~r &@~FE&%$ 
uadr:rt&ing and any and all consents inadcnt thereto and io bind Sne Gampaaiza fhmb~: 2s f~itFz &ad ila &E 3a;erna $.kt+@t'c& if 
s m c  were signed by the duly authorized oflicers o i  thc Companies. and ail the ,?CIS of s&t.d -&~fc_~ril~~sti~tk*!."iia~i &uP'w%j kfr it% 
endlnrlty !;.:rein given, zre hereby ratified and confirmed. 

"This appointment is made under and by authority of the follotiing: Standirrg Reselutianx of sasd ~ ~ Q Q ~ . Z Q S & ~  which R$%%#&&F:I ,3i"& 
narv in fu!l force and effect. 

VO'lZD That tile Chaman, the Pres~dent, any V~ce Cha:mai~, any Executive %,rice Presrdm!, my, l$mp~ut Vx%-c: R~~i:4ht. w+- r&w 'FZ~~-W,I~ 
Seaaild Vice President, the Treasurer, any -4ssistant Treasurer, tbc Goqmste Sat-retu)l ar any $i~r;r~t&ie S&W; @?) dp#&I &l%t&%!$*@e&$t; 
tarit3 Agrtlls to act for and on behalf of the company and mav give such appointee su~h atzthariisb ~38i9 of be c&k f i~~ te  ir,'ath%%vc Y:%%>~~S?M;%~F 
la sign !nw& the Company's name and seal wivirh the Compan)r's sea1 bonds, rccoytrtvmecs, eBffVhctP oF~Y?~GG~RI&. & ~ d  at&.% ~ W % $ K @  i$ii.P&$;%@~ k* 

rhc lrvturr of a band, recognizance, or condiuonal unde@kg, and my ofsaid ~%rfircix or: thtl Btk'~rd o:' @;Z'@G@% 4% &dd liar6 ;~a&ht%~~ii s~&k 
appi$ritee and revoke the poiirer given him or her. 

'\:Q*j73 'mar the Chairman, the Prsndent, any Vice C h a m a n ,  my ~xtx.ctldve tr ' i~c Pttzitdmt:, m:! ?&~%i@? tf'ki: &%XB~BZ% G: a~~'gu&&$$&&&"i:~ 
delegate all or my part of the foregorng authority to one or more IJ%CC~S nt ompl~$ers. @(; this C!BXI:~,W?~, p$~w;"~~@>@e; ?%%fr 3 ~ ~ h  &@hiiika ~e 

1x1 v , ~ i ~ i u g  and a c ~ p y  thereof is filed in the office of the Secretar)'. 

VOTFD. That any bond, recognlzancc, conkact of ~ndernity. or wnting sbligaEary IZ the ft2j1Ca0 of AS WD& t&i?gbi&*&eh & %<SC&$;*T&$ 
undcn ing  shall be valid and bind~ng upon the Company when (a j  signed by thti:res~fe~i, ~I%Y tisit$ td:k~i;tf#$b &@DswS~'VO "b;* b&@E+fL i,&\ 

Scainr Vice President or any V~ce President, any Second Vice President, the T r e a s ~ ~ ,  kt5 Ag$ratikriD ?!'~&8%$4% t3:ic,5 C:e~~%~ftt&?@@~f.r;~ b~7t 
.4ssi$tant Secretary and duly attested and sealed with the Company'ri seal by a Seczctay O: &s;it?ti%at 3~eref?i;r>, d ~ { b ]  dtki? @K&kkladt=~2&?~8$~3, 11- 

requ~rcd) by one or more Attorneys-in-Fact and Agents pursuant ta the p o ~ e ~  p r ~ ~ c i t b d  ia :iC~$crt ~le;tt$d&& et E$@t: G @ ~ ~ [ $ G & ~ G J  a6 ,::i.f.R+.r;fa g~ 

bb o11c or more Conlpany officers pursuant to a mntten deiegatxon or'ituthnnt? 

This Power of Attorney and Certificate of Authority is signed amd senlsd bj faaimlilt: $ m e t & &  ar p&~f$&$ &a@r a&& i&xa 
awihoritg of the foflowing Standing Resolution voted by the Boards offiifecrsrn ofTHbv&t*;&$ ~ + ~ ~ A k ~ A B @ , $ ~ 2 g % T T  
COR1P~*Y OF LMklERICA, TRAVELERS CASUALTY k X D  Slj'RE"f Ctl&5.P*&%tG rsrf F B ~ Q $ % $ ~ C T ~ %  g:h8g&%,Tf 
COItIPANY, which Resolution is now in fuIl force and effect: 

VOTED. That rhe signature of each of the follo\\ing officers: Prcstdm~, any Exet'olt~e Vice ?ta'&;b~& &I@ %ei:7;?' *it$& ~ ~ 5 a 4 $ k $ .  ~ i !  V i a  
rJresldrnl, ar~y hssistant Vice President, any Secretv,  anq. Assist;u*it S e ~ r c t q ,  @'id ?&a 4~3;  1.7f &e $ ~ Q : ~ ~ & F  way $i;zv $$6v$ia @ I " i r .~ ;$~~~g 5 s  i a k c  

paavcr of attamey or to any cerbGcate relatmg thereto appointit~g Resldcnr Vice P~rmid~M, R::t~de~$ &.s~%.~ai$ .E,i;@~~a?,&k$s (IF A:%ar,~~b-k~Z~~;? 
puqases only of executing and attesting bonds and undertaktngs md oihcr ivrlrrirn,~s abtrpt~q i&&t: !*r&r'ji:g t3e:@jiG%iQrn$ 5w.b fkk6ifl g % z $ ~ ~ ~ s  

ccruficate bearing such facsimile signature or fncsim~lc seal shsli ix: vatid srld btdmg t ,p% rkr Crir~~.p,&~? a%& gt)Wi@ 6@ m~i:tcb$ , j r k :  

ccnlficd by such facsimile signature and facsimile seal shall be valid and brr~diny U ~ F J R  tbc CtYn%;~w,t 73: G%s ~!&X&:C iLrG% zp:sjpff f& &F+ $>Q;I~--: 

t~i~dcrlnkirrg io which Ir  is attached. 



IN WTNESS WBCEREOP, TRAVELERS CASUALTY A&% SUmT):' 1%33M$b*%,""r'F a$ &5X%@2$dF T-@%%$a% 
CASUALTY AltbD S-TY COMPANY and FARMXNGTON i",4SefefJU,m COB5P&%Y $ -  p&&&& &% 6&%4a%r@ %- Ir& 
signed by their Senior 'Vice President and their c q o m  seals to b% $tEixizd fkb I%& *&-a&f k%b 

STATE OF CO'NNECTICUT 

) SS. Hartford 

COUNTY OF HARTFORD 

On this 15th day of December, 2000 before 

authority of hidher office under the Standing 

CERTIFICATE 

I, the undersigned, Assistant S 
TRAVELERS CASUALTY AND 
the State of Connecticut, DO HERl33 



ACKNOWLEDGMENT O F  P R I N C I P A L  
(Corporate Officer) 

S T A T E  O F  

mag p e r ~ o n a l l y  appeared 

who acknowledged himself  t o  b e  the  

for the purposes th 
qs such officer. 

ACKNOWLEDGMENT OF S U R E 2 2  
(Attorney-in-fact)  

STATE;  O F  SOUTH DAKOTA 

"vuunty of HUGHES 

ss, the undersigned o f f i c e r ,  p e r s o n a l l y  appeared 

tnawe to me or  e a t i s f a c t o r i l y  
Lktarney-in-Fact for  the  
X M ~  ackaowledged t h a t  he e  
:herein contained.  

IN WITNESS WHEREOF, I hereunto s e t  my hand and a££icial  sea&, 

ly Comnission Expires 

A p r i l  12, 2004 



BEFORE THE PUBLIC UTILITIES CO&B4 JSSjfOM 
SQUTFf QhgQy& FQBV%G 

OF THE STATE OF SOUTE D,SK,OT,;2 u~1%1Tg E$ ~ZCTB~M$%$~OH 

IN THE MAFTER OF THE APPLICA- 
TION OF CITIZENS TELECOM?V~UNI- 
CA'TTONS COI@ANY OF MJNNESOTA, 
INC, FOR A CERTIFTC'ATE OF AU- 
THORITY TO PROVIDE LOCAL EX- 
CHANGE SER-VICE 

The above-named Applicant, Citizens Te'leeamunur~lccl:tio~s 

Minnesota (Citizens Minnesota), by an 

the South Dakota Public Utilities Gommissiot~ 

Big Stone Exchange from its Application far Cetiific 

001 12) filed on or about July 19,2000. This Mo~ion i s  bawd art; rhc fc%"crt~wSag: 

1. At the time Citizens 

Authority, Citizens Minnesota had entered into 

acquire the exchanges of Jasper and Ortonwille-Big Sferrre* r c ~ p c e t i ~ a l ~ ,  

of Application.) 

2. The closing of tile purchase of thc Or~atlvtHc- 

US West has been delayed, but the cl 

GTE has proceeded as scheduled. 

3. Accordingly, Citizens Minnesota is rctittesting the' t:u-tt.fnti~btt;lrai t ~ 3  ,tlilabi@ 

action on the Application for a Certificate of Aulhwrity fir the Jasper E 

cijtiously as possible. 



4. To the best of Applicant's knowledge, Applicant hiw complied with elf 

data requests and other requests submitted by Commission Staff", 

WI!EXEf;BKE, Applicant requests the 

to~~ville-Big Stone Exchange from its Application, and to gra 

tificate of Authority for the Jasper Exchange. 

DATED this thirtieth day of January, 2001& 

P. 0. Box f 117 
Pierre, South Dakota ,5"FV t 



BEFORE THE F4CBBL.C UTILITIES 68MmSSBPSN 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLllCATlCiN OF ) 8ROER GWRf iHQ k?OTfoR 
CITIZENS TELECOMMUNIGATEDNS B '70 WItTfiaaV%% AND 
COMPANY 8 F  MINNESOTA, INC. FUR A 1 GeWlFf CATE OF 
CERTIFICATE OF AUTHORITY TO PROVIDE 1 AuWaRlW 
LOCAL EXCHANGE SERVICES IN SOUTH j 
DAKOTA I TC40--%1% 2 

Qn July 19, 2000, the Public Utilities Cornrnissiratl f , d ; t ~ . ~ s s ~ t o ~ j  f & ~ i ~ &  $3 
application for a certificate of authority from Citizens T~teco~nmu~irt~~icgi~ Campmy af 
Minnesota, Inc. (Citizens). On January 30, 2003, the C.~i'~7i?li~~ra# reit~Bbv&d M&tkofi2tb 
Amend Applicatfon for Certificate of Authorijy ffam Citizens. 

Citizens proposes to offer local exchange services rrt the Jaap~r, @ifin&ai& 
exchange. 

On July 27. 2000, the Commission electronim!ty transmiYted oafkc@ af ihb fihflg aatl 
the intervention deadline of August l 't ,2C8(3, fa f~teres-EesPb inbk*darafe BM @fikr-%i@%. &@ 
petitions to intervene or comments were filed At the meeting on Feerl~vy 8. 2aG.f. 
Citizens explained that the Motion to Amend Application for C g i t t l ~ t ~  @f k~tbatity @&a 8 
request to withdraw the Ortonville-Big Stone exchange from Its afrgnaf @p@l~mtw$ Kt its 
regularly scheduled February 6, 2001, neeUng, tho mmmia%$~fi CQ~~XB&B@& C.tfiz@w&f 
request to withdraw the Ortonvilie-Big Stone exchange born bts #xt@a@i;u'E @p@iwlifon and g$ 
request for a certificate of authority. Commission Staff recamm~?w@acyf g$ent~fig th@ rnatiodi 
to withdraw and granting a certificate of authority. subled lo a Cantinuaur $2S,M6 &d* 
band. 

The Commission finds that i t  has jurisdrctrtun aver this r~t-altar gufsx$ont, r@ $Qcb 
Chapter 49-31, specifically 49-31-69 and ARSD 2[9:30:32 03, %kt Ca~~ez#ni$$ta~fi frr"ld% t;&&t; 
Citizens has met the legal requirements established far She $rantifig af o mfitFle@!@ at 
authority. Citlzens has, in accordance with SBCL 39-31-Tt, dsm@f?stftta@ gt&i~;;'ta~$ 
technical, financial and managerial capabilities ta offer rle~.,lec~mrntkfl108t$~&ltii Mwrd$j% th 
South Dakota The Commission approves Citizen$ rno%ton ta ~edthd~&,v @nd ~ t s  &pp!iw$r.ae 
for a certificate of authority, subject to a continuous $2S,OOC. auregy Mf iG bs rhe 
Commission's final decision in this matter, i: is "r~erfa~e 

ORDERED, that Citizens' motion tb withdraw is gr8nted srxd it is 

FURTHER ORDERED, that Citizens' application fat a certitic8ts d BulRaciky 99 
provide local exchange services in the Jasper, WlirmescAa r;xckr%og@ ~s grevlrsd 3~1bi@ct a 
a continuous $25,000 surety bond; and it is 

FURTHER ORDERED, that Citizens shall ftfe infnrmatisnak caE-t;@a af %ref$ ~ f t % n @ @ ~  
w~th  t h e  Commlssron as the changes occur 



r 
CERTlFlCATE OF SERVICE 

The undersigned hereby certifies that this 
. docu1~7ffl has been served today upon ail paflies 

of record in this docket, as listed ow the docket 
se~;v:ce list, by facsimile or by first class nail, in 
properly addressed envelopes, with charges 

4 

Dated at Pierre, South Dakota,  this ,/*day af February. 2001_ 



COMMISSION 
- - -  

CERTIFICA TE OF AUTHORITY 

To Conduct Business As A Telecommunication$ Company 
Within The State Of south Dakota 

Authority was Granted as of the date of ths  
Order Granting Certificate of Authority 

Dacket No. TCOO-i i 2 

This is to certiYy thaf 

CITIZENS TELECOMMUNlCATlONS COMPAINY OF 
Ib'ilNNESOM, INC. 

is authorized to provide local exchange services ir, the  Jasper, 
Minnesota exchange. 

This certificate is issued in accordance with SDCL 49-31-69 an@ ARSO 
20:10:32:03, and is subject to all of the conditions and fimitatians cantaitrtdin 
the rules and statutes governing its conduct of offering teleccmmuniealions 
services. 

Dated at Pierre, South Dakota, t h i s u g & d a y  of ,2004. 

SOUTH DAKOTA PUBLIC 
UTlLlTlES CQMMISSIQFt: 


